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ABSTRACT 
This research aimed to investigate the application of ta'awun concept in 
takaful and its relation to the takaful model in Malaysia. Based on three 
main objectives, this research reviewed three main takaful models that 
have implemented the la 'awun concept in rnudharabah, wakalah and 
hybrid takaful model. For the first objective, this research examined the 
meaning of ta 'awun concept. Secondly, this research explored the 
application of la 'awun concept in takaful. Thirdly, this paper comes out 
with the issues of la 'awun in takaful as well as the recommendations that 
can be adopted by takaful operators to overcome these issues. At the end 
of this paper, researcher concluded that the pure la 'awun concept is still 
yet to be achieved. However, the researcher also did not reject the 
possibility that the takaful model will be changed in the future operation. 
Hence, to make sure all the objectives that been listed are answered 
progressively, the most suitable method that can used is qualitative 
research methodology. This research integrated the source of relevant 
literatures and the interviews. In the future, this research can be 
expanded whether these issues that arise in this takaful industries may be 
benefited using the new model of cooperative takaful. 
Keywords: ta 'awun, takaful, rnudharabah, waka/ah and hybrid. 
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ABSTRAK 
Kajian ini adalah bertujuan untuk mengkaji konsep la 'awun dalam 
takaful bagi pelaksanaan model takaful di Malaysia. Berdasarkan tiga 
objektif utama, kajian ini telah mengkaji tiga model takaful utama yang 
telah melaksanakan konsep la 'awun dalam takaful mudharabah, 
wakalah dan hybrid. Bagi objektif yang pertama, kajian ini mengkaji 
makna konsep la'awun dalam takaful. Kedua, kajian ini telah menerokai 
pengaplikasian konsep ta'awun dalam takaful. Ketiga, kajian ini juga 
mengkaji isu-isu ta'awun dalam takaful serta cadangan yang boleh 
diguna pakai oleh pengendali takaful untuk mengatasi isu-isu ini. Pada 
akhir kertas ini, penyelidik telah membuat kesimpulan bahawa konsep 
ta'awun yang tulen masih belum tercapai. Waiau bagaimanapun, 
penyelidik juga tidak menolak kemungkinan bahawa operasi ta 'awun 
dalam takaful model ini akan berubah pada masa hadapan. Oleh itu, 
untuk memastikan semua objektifyang telah disenaraikan dijawab secara 
progresif, Kaedah yang paling sesuai yang boleh digunakan ialah kaedah 
penyelidikan kualitatif. Kajian ini berpandukan sumber literatur 
berkaitan dan melalui temubual. Pada masa akan datang, kajian ini boleh 
diperluaskan sama ada isu yang timbul dalam industri takaful ini boleh 
diselesaikan melalui model baru, iaitu takaful koperasi. 
Katakunci: ta 'awun, takaful, mudharabah, wakalah dan hybrid. 
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This chapter illustrates the background of the study and fundamental 
picture of the research. It also details out the researcher's purpose in 
doing the study. 
1.2 Background of the Study 
Takaful is a form of mutual cooperation by participants to protect one 
another against common danger through the contribution of a sum of 
money called tabarru ' (Mika ii & Tijani, 2014). Thus, the concepts of 
mutuality and solidarity cannot be separated from the concept oftakaful. 
This is understandable since the practice of takaful has been applied to 
the historical systems of nahd, aqilah, qasamah and diwan. These were 
customary law in some Arabic tradition for mutual help and cooperative 
for mitigating the impact of prohibited to humans and assets during the 
era ofMuhammadian law (Ahmad, 2014). The tradition of mutuality has 
evolved since then among Muslim countries. 
Besides, the concept of ta 'awun, mutuality, and cooperation is the spirit 
and core essence of takaful. In 1985, the Islamic Fiqh Academy's 
Resolution proposed tabarru ', voluntary contribution, as well as 
ta 'awun, cooperation, to govern the participant's relationship in takaful 
contracts. The majority of scholars critically debated on the mutual 
aspects in takaful. The fact tabarru' is considered as donation is an 
1 
established category of contracts under the theory of contracts in Islamic 
law, whereas la 'awun, on the other hand, seems as a broader principle or 
concept rather than an established contract. However, according to al­ 
Syubayli (2008), he maintains that la 'awun is, in fact, an independent 
contract upon which takaful shall be build (Ab. Rahman, 2009). 
Furthermore, the takaful itself brings the meaning of cooperation within 
a group of members to help each other and if one of the member face 
difficulties. Both tabarru' and la 'awun is in line within the mutual 
takaful framework and shall not be separated when operating the takaful 
system. Otherwise, it is considered as a body without the spirit in the 
practice oftakaful (W. Wan Deraman, 20 I 0). 
1.3 Research Problem 
The research studied the concept of ta 'awun in takaful. According to 
Ernst & Young (2015), currently, the market penetration rate of 
Malaysia's family takaful sector is just 14.5% in comparison to the life 
insurance's market penetration rate of 41 .2%. This is supported by M. 
Bakar (2017), he stressed on the number of takaful market penetration 
as of now only 14 % in Malaysia. This is surprising since majority of 
citizens in Malaysia are Muslims. They prefer conventional insurance 
compared to takaful. As such, the issues oftakaful should be examined 
to upgrade its services. In practice, it is suggested that participants or 
policyholders should be partners in takaful companies as is the case 
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with the Islamic insurance companies in Saudi Arabia and Sudan. At 
the same time, it means that the managing a pool for mutual 
indemnification by group members should not be a business for 
companies as it does in current practice (Ahmad, 2014). 
Htay & Zaharin (20 1 1 )  stated that wakalah fees that has been imposed 
on the participants are too much and too many layers in charging profit. 
Hence, she said the currently adopted models as the disadvantages to 
participants. Besides, another criticism talks about choosing model that 
company takaful used only to maximize their profit without considered 
the ta 'awun rules. It is very crucial to enlight the public to see the clearer 
ii lustration of the practice of ta 'awun to build their trust on takaful and 
rises the growth oftakaful as a whole. 
Apart from that, normally, wakalah fee charged in advance as upfront 
charge when participant pays contribution amount. According to actual 
principle of accounting, takaful operator only earn wakalah fee at the end 
of takaful period for a particular year. Takaful operators claim that 
participant's contribution will be refunded whenever he wants to 
terminate the contract. Only waka/ah fee is deducted from the 
contribution amount. The issue arises when any participant terminated 
his contract at the mid oftakaful period, is the takaful operator have any 
right on unearned wakalah fee or otherwise. If not, then how should 
unearned wakalah fee be returned to the participant when takaful 
operator deducts it in advance and pays to takaful agents as commission 
(W.Akhtar, 20 IO)? 
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In another hand, the basis of takaful operations from donation (tabarru') 
has been questioned on its fundamental operation. It is criticised 
similarly to the commercial insurance due to the companies taking the 
share of underwriting surplus sharing, their providing loans to the takaful 
funds, indifferent marketing strategies and absorbing the underwriting 
loss. The existing model of takaful such as mudharabah, wakalah and 
hybrid did not preserve the right of participants in the right way. The 
current takaful model practice on underwriting surplus versus profit 
sharing in mudharabah model seems more beneficial to takaful operators 
rather than participants. The participant as the owner of the fund did not 
fully own his right (Ahmad, 2014). On the contrary, the very essence of 
takaful is ta 'awun, solidarity, trusteeship and brotherhood but 
conventional is based on to take profit on other (Yusof, 1996; Maysami 
and Kwon, 1999; Billah 2003). 
Besides that, takaful industry in Malaysia today still faces problems, 
challenges and issues that threaten the expansion and development of 
takaful industry. In order to combat these issues, it is suggested that the 
regulator, sharia advisors, and industry players to collaborate their roles 
in resolving these issues immediately in order to avoid reputation risk, 
sharia-compliant risk, and other risks that will harm the industry. This is 
supported by Htay & Salman (2013) as the basic issues such as the 
surplus issues, the models of use, about Participants Account (PA) and 
Participants Special Account (PSA) account and Qard Hasan (an interest­ 
free loan) issue in takaful has not been solved yet with any concrete 
4 
evidence. 
1.4 Research Questions 
The research questions concerned in this study are as follows: 
I. What is ta 'awun concept in muamalat? 
2. How the concept of la 'awun is applied in takaful? 
3. What are the issues in implementing la 'awun concept oftakaful? 
1.5 Research Objectives 
This research aims to address the following objectives: 
I. To examine the concept of la 'awun in muamalat. 
2. To explore the applications of la 'awun concept in takaful. 
J. To analyze the issues arise in the implementation of the ta'awun 
concept oftakaful. 
1.6 Significance of the Study 
This study will contribute in enhancing the knowledge and practice of 
the government, takaful companies, academicians and communities. 
I. Government, by providing a better picture for policy makers in 
drafting the related policies in the implementation of ta 'awun on 
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takaful. 
2. Takaful companies, by improving their quality of services in 
terms of the depth understanding on ta 'awun in takaful to the 
public. 
3. Academicians, researchers and students, by increasing the 
knowledge regarding ta 'awun concept, its applications and its 
issues on takaful in Malaysia. 
4. Communities, by deepening their knowledge and understanding 
on ta 'awun or to be more cooperative in their takaful transactions 
and to improve the quality of their life and at the same time to 
achieve success (fa/ah) in the world and the hereafter. 
1.7 Scope and Limitations of the Study 
This study will focus on ta 'awun of takaful practice in Malaysia. The 
main idea of this research is to understand the meaning of ta 'awun, its 
application in the existing takaful system and the issues arise in the 
implementation of ta 'awun concept in takaful. The exploration of 
applied ta 'awun in takaful focused on the model of takaful and the 
operation of takaful. There are 1 2  takaful companies available in 
Malaysia. However, in limiting the scope of the research, the researcher 
chose three out of twelve companies which are Takaful Ikhlas, Sun Life 
Takaful, and Zurich Takaful. The reasons why these three takaful 
companies were chosen are as follows: 
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Firstly, Takaful lkhlas Berhad is a company that incorporated on I 81h 
September 2002 as Takaful lkhlas Sdn. Bhd and is a wholly owned 
subsidiary of MNRB Holdings Berhad. Subsequently, on s'" May 2014, 
the company converted its status to a public company, Takaful lkhlas 
Berhad. The company is principally involved in the provision of the 
Islamic financial protection services, based on principles and rulings of 
sharia. Takaful lkhlas has established a strong presence in the provision 
of Islamic financial protection services based on the takaful system, 
which emphasize on a spirit of cooperation and joint responsibility 
among participants. The objective ofTakaful lkhlas is to be the preferred 
provider of Islamic financial protection services and it is making a 
concerted effort to achieve this ambition (Takaful lkhlas, 2017). 
Currently, there are more than two million individuals and corporations 
who have placed their trust in the company and become its certificate 
holders. Takaful lkhlas's commitment and adherence to sharia values, 
coupled with the application of cutting-edge technology in conducting its 
business, have reinforced the company's reputation for its ethical 
approach and service delivery (ibid, 2017). 
Secondly, Sun Life Malaysia Takaful Berhad is a join venture by Sun 
Life Financial and Avicennia Capital Sdn. Bhd., a fully owned Khazanah 
Nasional Berhad investment holding company. It is specializing in 
insurance and takaful. Sun Life Malaysia distributes its products through 
a range of channels including bancassurance, direct marketing, 
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telemarketing, government and corporate business. The centerpiece of 
Sun Life Malaysia's distribution strategy is its exclusive bancassurance 
agreement with CIMB Bank in Malaysia where it is able to distribute its 
products and services through the Bank's extensive networkof branches 
(Sun Life Malaysia, 2017). 
Celebrating 150 years in 2015, Sun Life Financial is a leading 
international financial services organization providing a diverse range of 
insurance, wealth and asset management solutions to individuals and 
corporate clients. Sun Life Financial and its partners operate in a number 
of markets worldwide including Canada, the United States, the United 
Kingdom, Ireland, Hong Kong, the Philippines, Japan, Indonesia, India, 
China, Australia, Singapore, Vietnam, Malaysia and Bermuda. In 31st  
December 2016, Sun Life Financial had total assets under management 
ofCAD$903 billion (Sun Life Malaysia, 2017). 
Thirdly, Zurich Takaful has a well-established presence in Malaysia, 
with a strong management team, committed and talented employees 
across the nation and supported by dedicated Life Insurance, General 
Insurance, Family Takaful and General Takaful agents. It combines the 
global expertise, operational efficiency and financial strength with the 
local heritage and knowledge of the Malaysian insurance market to 
deliver what matters, when it matters, to customers in Malaysia (Zurich 
Insurance and Takaful Malaysia, 2017). 
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On I"  July 2016, MAA Takaful Berhad became part of Zurich. The 
acquisition marks a significant milestone for Zurich in Malaysia, an 
exciting market where Zurich is committed to broaden its solutions and 
contributing to the growth of the takaful industry. In August 2016, MAA 
Takaful Berhad was officially renamed to Zurich Takaful Malaysia 
Berhad {ZTMB). Zurich now offers a full range of insurance and takaful 
solutions covering Life Insurance and General Insurance products, as 
well as Family Takaful and General Takaful products under a single 
brand (Zurich Insurance & Takaful Malaysia, 2017). 
The remaining companies are not chosen due to time constraint and 
limited fund in collecting data and completing the study. Furthermore, 
the informants have very tight schedule and a delay in interviewing the 
informants happens as rescheduling often occurs. Hence, the study will 
come out with the suggestions and recommendations to the takaful 
industr y in improving their services. 
1.8 Definitions of Key Term 
1.8.1 Takaful 
The Accounting and Auditing Organizations for Islamic Financial 
Institutions (AAOIFI) Standard 26 (2) of 2008 provides a comprehensive 




"Islamic insurance is an agreement between persons who 
are exposed lo risks to protect themselves against harms 
arising.from the risks by paying contributions on the basis 
of commitment to donate (Iltizam Bil-Tabarru '). 
Following from that, the insurance fund is established 
and it is treated as a separate legal entity (Syakhsiyyah 
I'tibariyyah) which has independent financial liability. 
The fond will cover the compensation against harms that 
befall any.of the participants due to the occurrence of the 
insured risks (perils) in accordance with the terms of the 
policy". 
Whereas the Takaful Act 1984 (now replaced by !FSA 2013) defines 
takaful as: 
"A scheme of brotherhood, solidarity and mutual 
assistance which provides for mutual financial aid and 
assistance to the participants, in the case of need 
whereby, the participants mutually agree to contribute for 
that purpose ". 
Here, we can see that the very essence oftakaful is a mutual help, mutual 
contributions and mutual responsibilities to help the others by using a 




This is in consonance with the Islamic principle of mutual cooperation 
and solidarity in good and virtuous acts, whereby participants mutually 
agree to contribute to the fund (M.Yusof, W. Ismail, and A. Naaim. 
(2015). Main purpose of takaful is to bring equity to all parties involved 
and the main contract is' to help the policyholders through bad times 
(Maysami and Kwon, 1999). 
A clearer picture of ta 'awun is when persons A, B and C collaborate 
altogether in scheme Z to give the monthly payment to the takaful fund 
in company XYZ. When A met an accident, the company ABC will 
provide some amount in takaful fund to assist A. 
1.8.3 Tabarru' 
Tabarru ' is an Arabic noun that means donation, gift or contribution (lbn 
Manzur I 990, Cowan l 976). It is when someone volunteers or donates, 
he or she is willing to do or give something without the considerations or 
conditions in return (Hammad, 2008). Hence, tabarru ' is a form of a 
donation in which a person willingly helps the needy who is in a bad 
situation without expecting any returns. 
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1.9 Organization of the Thesis 
This study is divided into five chapters as follow: 
Chapter I provides the background of the research, problem statement, 
research questions, research objectives, scope and limitations of the 
study, significant of the study, definition of terms and organization of the 
remaining chapters. 
Chapter 2 contains literature review and previous researches related to 
the study. Literature review presented in this chapter includes a 
discussion on the definition of la 'awun and takaful. This chapter will also 
describe the origin, history and development of takaful industry. In 
addition, this chapter also stressed about the application of ta 'awun on 
takaful in Malaysia. 
Chapter 3 presents the research methodology that the researcher used in 
the thesis. As the research applied the qualitative method, thus, the 
interview method was conducted and content analysis techniques are 
used to interpret the data in two different entities; academicians and 
takaful expertise. This chapter further describes the research designs, the 
method of sampling and others. 
Chapter 4 analyse the meaning of la 'awun on takaful applied in takaful 
operations. This chapter also explores the application of la 'awun concept 
12 
on takaful. On top of that, potential issues and benefits in implementing 
ta 'awun on takaful model in takaful operations will be explained 
thoroughly. 
Finally, Chapter 5 concludes the study with the conclusions and 
recommendations to answer the research objective. 
1.10 Conclusion 
In conclusion, takaful industry today has became competitive and 
famous in both Muslim and non-Muslim countries. The growth and 
development of takaful industry have grown and expanded vastly since 
its establishment. Besides, takaful practice is in line with sharia in which 
Allah permits. However, there are some issues related to the structure 
and operation that become the obstacle into moving forward. Hence, this 






In this chapter, the researcher discusses on the literature reviews about 
the ta 'awun in takaful areas. It covers the definition of ta 'awun in 
takaful, the developments and the cooperation among parties involved in 
takaful models. Besides that, this research also stressed about the basic 
ta 'awun issues by the previous researchers in their studies. 
2.2 Definition of Ta'awun 
Ta 'awun is in consonance with the Islamic principle of mutual 
cooperation and solidarity in good and virtuous acts whereby participants 
mutually agree to contribute to the fund. This word brings the same 
meaning as takaful where Ali  (2006) Billah (2007) Engku Rabiah, 
(2008) and M.A.Aziz (2014) defined takaful concept basically means 
joint guarantee, solidarity and protect in financial transaction between 
two parties to protect one of them from unexpected future risk, 
hazardous or perils. 
Islamic Financial Services Board (IFSB) (2009) categorise takaful in two 
accounts which are Family Takaful and General takaful account. Dikko 
(2014) Salman & Htay (2013) and Noordin (2014) refers takaful based 
on tabarru '. Takaful operates when the participants contributed sum of 
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money as a tabarru' or donation commitment into a takaful fund that 
will be used mutually to assist the members against a specified type of 
loss or damage. The underwriting in a takaful is thus undertaken on a 
mutual basis. 
Malaysian Takaful Act 1984 later is replaced as Islamic Financial 
Services Act (IFSA) 2013 defined takaful as a scheme based on 
brotherhood, solidarity and mutual assistance which provides for mutual 
financial aid and assistance to the participants in case of need whereby 
the participants mutually agree to contribute for that purpose. The takaful 
business is a business that should be run without involvement of the 
prohibited elements in sharia such as riba ', gharar and maysir. Hence, 
takaful can be described as an Islamic insurance that is designed to 
provide an alternative to insurance. 
2.3 Development of Ta'awun in Takafullndustry 
During classical era, the basis oftakaful can be found to several practices 
from ancient Arab tribal custom and the companions of the Prophet such 
as aqilah, ma 'qil, qasamah, muwa/ah, tahanud, and diwan (Khorshid, 
2004; Engku Rabiah et. al., 2008; A.Ahmad, 2014;  M.Yusof et al., 
2015) .  Aqi/ah defined as a group of members paid their annual 
contributions through a fund. The fund was then used to pay 
compensation on behalf of a member who was liable to pay a diyal. 
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The history of solidarity against hazardous can be tracked back in 2 1 5  
B.C, when the Roman Government were required by suppliers of 
military stores all risk of loss, arising from the attack of enemies or 
natural disasters. People may recalled the same practice of takaful when 
the Pharaoh of Egypt who invented the principle of cooperation based on 
the advice by the Prophet Yusuf, who directed the latter to store grain in 
the years of abundance to meet the demand of the lean years (Aziz, 
2014). 
M. Yusof et.al., (2015) define each term of the historical ancient practice 
of the similar virtues of solidarity known as ma 'qi/ whereby each 
member ofa tribe had to contribute a fund for the purpose of funding and 
settling ransom money in the event any member of the tribe was made a 
prisoner of war by an enemy. At the meantime, related or neighbouring 
tribes give assistance if the fund is insufficient. Qasamah known as 
contributions to the fund were made jointly by members of community 
to assist the family of murdered victims where the murderer could not be 
found. 
On the other hand, Muwalah between two parties with the intention that 
either one of the two would be responsible in the event of a misfortune 
inflicted upon the counterparts. Tahanud basically means food sharing 
and rationing programme among travellers in anticipation that the 
journey or time taken to travel from one point to another during those 
days. All of the members agreed to contribute food to be pooled so that it 
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could be shared later on during the journey. Diwan basically was a 
register. Persons named or recorded in the diwan actually owed one 
another mutual assistance and in consideration. They were obligated to 
contribute to the payment of compensation including financial aid 
similarly to a retirement or pension benefit, to be specific, or those who 
served for the cause of Islam and Allah (A. Ahmad, 2014; M.Yusof 
et.al., 2015). 
The modern practises, takaful has developed over the four decades in 
which it is claimed to have its first emergence in Sudan in 1979 and then, 
is making its way throughout the world. (Maysami & Kwon, 1999; 
Islamic Fiqh Academy, 2000; Taylor, 2005; Wahab, Lewis and Hassan, 
2007; Farooq et.al.2010; and A.Ahmad 2014). It is operated based on a 
cooperative model. However, it is adapted to the western practices, 
'Mutual insurance'. Afterwards, more commercial takaful models were 
implemented in other countries such as Malaysia and Saudi Arabia 
(Ahmad, 2014). 
The main reason that takaful is reintroduced by Sudan in 1979 because 
Muslim scholars have realized that the conventional insurance does not 
fulfil the sharia compliance concept and the Muslim ethics (Maysami & 
Kwon, 1999; Islamic Fiqh Academy, 2000; Taylor, 2006; Wahab, Lewis 
and Hassan, 2007; and Farooq et.al., 20 I 0). Scholars confirmed that 
conventional insurance are voidable (jasid) because it involved with 
elements of gharar, maysir and riba-based. 
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In Malaysia, on I 51h June 1972, the Fatwa Committee of the National 
Council for Islamic Religious Affairs Malaysia issued a fatwa that 
conventional life insurance contradicts the sharia or Islamic rules (BNM, 
2008). A similar decree that rule the conventional insurance as haram or 
unacceptable was made by the Council of Islamic Fiqh Scholars in 1975. 
In more than I O  years later, the first Takaful act was force. The 
establishment of takaful industry in Malaysia started in 1985 when 
Takaful Act 1984 came into force for the regulation. Later on, it was 
replaced with !FSA 2 0 1 3 .  Until now, the takaful industry in Malaysia 
has expanded from one takaful operator which is Takaful Malaysia 
Berhad in 1985 to twelve takaful operators in 2 0 1 7  (Bank Negara 
Malaysia, 2017).  
2.4 Ta 'awun in Takaful models 
This research only focused in three main models that consistently used 
by most of the takaful operator in Malaysia. These models are 
mudharabah, wakalah and hybrid. 
2.4.l Mudh arabah 
Mudharabah model is a profit sharing contract where takaful operator 
acts as a Mudharib (manager of the fund) and participant as Rabbu/ ma/ 
or capital provider (Billah, 2004; A.Ab. Aziz, 2014). Wah ab (2006) 
mentioned that the contribution of participants and investment income 
can be used for the payment of claims, retakaful costs and other expenses 
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occur. While the overall surplus in the takaful fund is than shared 
between the participants and shareholders in a defined proportion, he 
added that the shareholders are responsible for the expenses related to 
management and marketing expenses to their share and the profit 
generated from the investment. 
The earliest takaful model in Malaysia is the mudharabah model 
(Macey, 2008; Laldin, 2008). Ali, Odiemo & Ismail (2008) explain that 
in this model, the participants contribute to the Family Takaful Fund. 
The savings and investment will be credited into the Participant's 
Account (PA) while the donation into the Participant Special Account 
(PSA). 
Both the PA and PSA must be invested in sharia compliant investments 
by the takaful operators. Any profit will be shared between the 
participants and the takaful operator according to the ratio agreed 
upfront. The PSA account will be used for claims, reserves and others 
expenses. Whereas the PA will be accumulated and then paid together 
with the coverage amount from the PSA to the participants upon 
maturity or claim (Bank Negara Malaysia, 20 I 0). 
The nature of mudharabah contract principles, the profit from the 
transaction will be shared the ratio pre-agreed during the contract by the 
takaful operator and participants. Profit sharing in takaful is undertaken 
after all the related claims and expenses of takaful have been accounted 
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for. However, in case of losses, participants will responsible to covered. 
This model also called tijari model as it works on commercial business 
basis (Bank Negara Malaysia, 20 I 0). 
The profit may be in ratio of 5:5, 6:4, 7:3, but the loss in any is born by 
the shareholders where the participants get nothing (Ahmed Qureshi, 
2 0 1 1  ). This is further explained by Bashir et al, (2011  ), the takaful 
operator which used mudharabah model in their business has different 
variation, in terms of management fees, product's designs and 
distribution channels. In contrast, Htay and Salman, (2013) stated, "In 
the event of loss or deficit of the takaful fund, the entire loss is borne by 
the participants". One distinctive feature in practice is that the 
shareholders shall provide free-interest loan (Qard Hasan) in order to 
overcome deficit in the PSA. Then the Qard Hasan will be paid from the 
surplus fund and takaful operator should not charge any fee from the 
management fee for the fund of the participants and operation cost will 
be borne by the shareholder's fund. 
2.4.2 Waka/ah 
According to Ayub (2003), wakalah model is applied when the takaful 
operator provides service on fee basis which is pre-ageed and there is no 
share in profit of the business. The operator fee can only be deducted the 
net conribution and remain party can be put in PSA. Under wakalah the 
participants remain the actual owner oftakaful funds and surplus will be 
invested in sharia compliant activities (Selim, 2013). Nowadays, 
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wakalah model seems to be the most widely applied arrangement for 
takaful industries (Archer at el, 2009). However, in order to minimize 
sharia issues in wakalah model, scholars had set up a separate waqf 
entity between participants and takaful operator (Pasha and Hussain, 
2013). 
In the pure wakalah model, the investment or savings portion will be 
credited to the PA account and the donation will be credited into the PSA 
(Ali, Odiemo & Ismail, 2008; Archer, Ahmed & Nienhaus, 2009; Frenz, 
2009; Abdul Rahman & Redzuan, 2009; Frenz & Soualhi, 2010). All the 
underwriting surplus and investment profits belong to the participant. 
The takaful operator in wakalah model simply earns their income from 
the wakalah fee (Abdul Rahman & Redzuan, 2009). They do not share 
the underwriting surplus. 
The opposite parties argued by Abdul Rahman & Redzuan (2009) 
believed the wakalah fee is charged two times on contributions and the 
value of investment. On the other hand, Bank Negara Malaysia (20 I 0) 
mentions that for products based on the wakalah contract, a fixed upfront 
fee can be charged on the contributions based on contractual terms 
entered with the participants. The wakalah fee will cover the 
commissions and management expenses incurred in the management of 
takaful funds. It does not specifically explain anything against charging 
the wakalah fee more than once. This model is formulated by scholars in 
the Middle East and it is the leading form of takaful in the country 
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(Sadeghi, 20 I 0). 
2.4.3 Hybrid 
In the hybrid model, there is a combination of two different models 
which are wakalah and mudharabah models. It is also called as wakalah 
mudarabah model. In the contract of wakalah can be used underwriting 
activities related to the risk assesments, retakaful and return for claim 
management. Takaful operator acts as the wakil of the contributed fund 
and can only get specific charges on agreed fee. However, wakalah fee 
may differ and it is based on the takaful operators's performance (Engku 
el al., 2008; Asaria, 2009). In the meantime, the takaful agent receives 
both share of the profits generated from the investment activities of the 
takaful fund, as well as a predetermined share of the contributions paid 
of policyholders in the form ofwakalah fees (Sadeghi, 2010). 
In term of underwriting activities, the takaful companies act as the wakil 
(agent) on behalf of participants to manage their funds. Takaful company 
will receive contribution, pay claims, arrangement retakaful and all other 
necessary actions related to takaful business. In exchange for performing 
these tasks, the company charges each participant fee known as wakalah 
fee, which is usually a percentage of the contribution paid by each 
participant. 
On the other hand, mudharabah contract is used in the investment side 
and the takaful operator act as mudharib (manager) on behalf of the 
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takaful participant. In order to satisfy the sharia requirement, the ratio of 
profit is fixed and agreed between the two parties at the beginning of the 
contract. They will share any profit generated from the participant's 
investment account according to the profit ratio (al-Nemer, 2013). The 
expertise on this model argues that a mudharabah arrangement is suits 
for the management and investment of takaful fund better (Obaidullah, 
2005) and provides incentive to takaful operator to optimize its return by 
sharing profit. The wakalah model is more suitable than the mudharabah 
for managing takaful business for agency fee (cost of insurance). It is 
more transparent and free from the controversial charging of expenses 
(including marketing commissions) to the takaful fund (W. Akhtar, 
2010). 
2.5 Issues of Ta 'awun in Takaful 
Takaful has a fast growth in Malaysia. However, it could not run from 
issues such as the type of tabarru ' contract where it gives the impact to 
the legal effect to the distribution of surplus among participants in 
takaful (Scott, 2006; Soualhi, 2008; Frenz, 2009 Salim Ali, 20 I O ;  Frenz 
and Soualhi, 20 I 0). 
2.5. l Issue in Underlying Contract 
The idea of mutuality is corresponds to the three main aspects in takaful: 
making a donation into the takaful fund, receiving compensation and 
sharing the underwriting surplus (UWS). The contemporary scholars 
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such as 'Ali Muhyi al-Din al-Qarra Daghi, M. Bakar, Mohd Ma'sum 
Billah, Muhammad Ayub and Younes Soulhi have recently appeared to 
suggest several contracts, namely, hiba bi shart aliwad or hiba al­ 
thawab, nihd or nahd, sadaqah and waqf(Noordin, 2013). 
The first two contracts: hiba bi shart and nihd are the most popular 
contracts among takaful operators (TO) in Malaysia. Al-Qarra Daghi 
strongly suggests the use of both contracts to be applied in takaful 
industry. Ayub (2007) propose waqf contract as some other related 
countries such as the takaful waqf model applied in Pakistan and South 
Africa. However, the waqf contract is only relevant to the charitable act 
of the shareholders, not by the participants in order to provide the takaful 
fund with a separate legal personality. The application of waqf to the 
participant's donation can seriously affect the solvency because only the 
profits from the investment can be used to pay the compensation. Bakar 
(2009) has proposed sadaqah contract but it seems irrelevant since it is 
used as the act of worshipping to Allah without the return to the 
participant's account and needs (Hammad, 2008). Hence, the use of 
contract of the former (hiba bi shart a/-iwad and nihd) contracts is 
suitable among takaful companies in this region compared to the latter 
(waqfand sadaqah). 
On the other hand, E. Engku Ali (2008) opines the application oftakaful 
today based on i/tizam bi al-tabarru ' which means the participants give 
the contributions as commitments. A group of community will 
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committed to pay a sum of contributon in every month to guarantee each 
other to fulfill one's needed. However, this contract is imperfect in 
establishing the participant's exclusive rights towards his contributions 
before they are finally withdrawn for the purpose of helping other 
participants on the basis of tabarru '. It seems like the participant was 
deposits in wadiah contract as safekeeping and further instructing the 
latter to donate the part or the whole amount in the event of perils 
(Noordin, 2013) .  The question arise which specific tabarru' contract is 
applied among takaful companies? 
2.5.2 Issue in Ownership 
Sharia scholars started to debate about the ownership of the underwriting 
surplus, for example to whom the underwriting surplus belongs to 
(Soualhi, 2008). He further explained that the Middle Eastern scholars 
and Accounting and Auditing Organization for Islamic Financial 
Institution (AAOIFI) does not allow takaful operators to share the 
underwriting surplus. It can be seen at Paragraph 5/5 of AAOIFI 
Standards on takaful: 
"It is permissible for the policy lo contain a provision that deals 
with the underwriting surplus according to ma/la/ah, as slated in 
the terms of the policy, such as the establishment of reserves, the 
reduction of prices, donating (the underwriting surplus) to 
charities, or distributing ii or a part thereof lo the participants, 
provided the takaful operator does not share in ii." 
(AAOIF[, 2008). 
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The AAOIFI Standards can be seen as a counter argument to the 
Malaysia approach. However, some other scholars approve the practice. 
For example, Islamic Financial Services Board (IFSB) (2009) permits 
the sharing of underwriting surplus but ironically, they seem to 
discourage the practice as well. The reason that they are against this 
principle is that it would give in more returns to the takaful operators and 
become unfair to the participants. 
Sharia scholars believe that this practice would defeat the whole purpose 
of takaful as they see it as an attempt by the takaful operators to earn 
more. Bank Negara Malaysia (20 I 0) however does not see it as an issue 
and classifies that the takaful operators can earn profit through the 
charge of upfront fees (Waka/ah fee), profits from participants fund and 
surplus on investment profits. 
2.5.3 The Profit Sharing 
Takaful operators act as a trustee and manager of funds and their 
responsibility is to act in the best interests of shareholders. The 
remuneration and salaries of managers are fixed and approved by board 
of directors, so takaful operator should not be allowed to share the profit 
but only entitled for the fixed charges. The same issues arise for 
modified mudharabah model and wakalah model. 
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Dusuki et.al., (20 1 1 )  "Tabarru ' is contribution that required no reward 
except .from God''. W. Akhter (20 I 0) also criticized on the issue of profit 
sharing that it is illegal for participants as well as for takaful operators to 
share in profits as is the case in mudharabah model. The numbers of 
sharia scholars view that, participants pay the contribution as donation so 
from sharia point of view, they cannot receive any profit from donated 
amount. 
Issue of underwriting surplus sharing is similar to the profit sharing. 
Sharia scholars argue that participants are not allowed to share in the 
surplus of the amount (takaful contribution) which they have already 
donated to tabarru' fund. 
2.5.4 The Underwriting Surplus (UWS) 
The takaful operators have no right to share the surplus amount as they 
have already received wakalah fee or their share of profit. This is 
supported by Soualhi, (20 I 0). The question arises if neither participants 
nor takaful operator has legal right on the underwriting surplus, where 
this amount should go. Besides, other scholars propose that underwriting 
surplus could be returned to the participants as hibah (gift) (Htay & 
Salman, 2013) . They mentioned, "Surplus sharing can be seen as an 
incentive for the takaful operator for their takaful funds". However, 
according to the discussion of Sharia Advisory Council (SAC) in 62nd 
meeting on 4 October 2006 stated that the channeled of underwriting 
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surplus as profit sharing is not in line with sharia principles and it 
contradicts the mudharabah practice principles. 
2.6 Conceptual Framework 













Figure 2.1: Conceptual Framework. 
Source: Literature review. 
2.7 Conclusion 
In this chapter, researcher concluded that there were issues since the 
establishment of modem takaful practises. Hence, there are rooms for 
improvements regarding to the issues of ta 'awun in takaful models, as 






This chapter clarifies the methods and procedures taken by the researcher 
in doing this research in details. The overall procedure in carrying out 
the research is well explained in simple language. This chapter discusses 
on how the research will be conducted to answer the research objectives. 
This research is identifies the ta 'awun issues in present takaful concepts 
that is applied in takaful operations in Malaysia. 
W. Paul Vogt (2007) defines the research as the systematic collection or 
study of evidence in order to answer a question, solve a problem, or 
create knowledge by means to accomplishing the ends of using 
knowledge to answer questions, solve problems, and create knowledge. 
There are two types of research, which are quantitative and qualitative 
research. Quantitative research tends to work within a positivist research 
paradigm which applies a deductive research strategy where hypothesis 
testing is common. On the other hand, qualitative research crosscuts the 
humanities, and the social and physical sciences (M. Puvenesvary et al, 
2008). In this research, the researcher used the qualitative method to 
answer the research objectives. 
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3.2 Research Design 
A research design is a blueprint for the collection, measurement, and 
analysis data, based on the research questions of the study. In order to 
design the research in a way that requisite data can be gathered and 
analysed to come to a solution for the problem that catalysed the 
research project (Uma Sekaran & Roger Bougie, 2013). 
In this research, qualitative research helped the researcher to analyse the 
related issues on la 'awun associated in the existing takaful. In order to 
produce credible findings, the researcher used phenomenological study. 
Schutz is a popular phenomenological scholar. He develops the theory 
that existential phenomenological study stresses on the process of 
reflection on what the researcher should do. By using that way, it led the 
researcher to organise and classify their experience to give the impact of 
the research (Othman Lebar, 2015). 
In gathering the information, phenomenological study normally uses the 
interview session in depth without depending on the observation. The 
aim of the interview is to collect data and sources as many as possible 
through the informants (Othman Talib, 2013). The justifications are as 
follows: 
I. The main data regarding the ta 'awun concept in muamalat. The 
researcher relies on both primary and the secondary data to meet 
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up the research objectives. The pnmary data is collected by 
interviewing the academicians. Secondary data is collected from 
the relevant literature. 
2 In orser to explore the applications of ta 'awun concept in takaful, 
it requires people's knowledge, understandings, views, 
interpretations, experiences and interactions. Interview is the 
easiest way to find the answers in the research. The researcher 
used interview method with a few academicians and 
practitioners, while the relevant literature review was used to 
answer this objective. 
3. The other important data of this research is to analyse the issues 
arise in the implementation of ta 'awun concept of takaful in 
which is very complex to deal with since it requires the 
knowledge and experiences by the practitioners and sharia 
scholars in takaful field. To answer this objective, the primary 
data is collected by interviewing the practitioners in this field. At 






Research Questions Tvne Sources 
Data type: Primary data 
Data collection method: - Academicians 
I )  What IS ta'awun 
In-depth Interview 
concept in muamalat? 
Data type: Secondary • (ISRA, 20 I 0) 
data • (Noordin, 2013) 
• (Ahmad, 2014) 
Data collection method: 
• (Ali & Hasan, 
Literature review. 2015) 
• (Mohd Noor, 
2015) 
Data type: Primary data 
2) How the concept of 
Data collection method: - Academicians 
ta'awun applied in In-depth Interview Practitioners - 
takaful? 
Data type: Secondary • (E. Engku Ali, 
data 2008) 
• (!SRA, 2010) 
Data collection method: 
• (Noordin, 2013) 
Literature review • (Ahmad, 2014) 
Data type: Primary data 
3) What are the issues in Data collection method: - 
Academicians 
implementing the In-depth Interview Practitioners - 
ta'awun concept of 
takaful? Data type: Secondary • (Ayub, 2007) 
data • (E. Engku Ali, 
Data collection method: 
2008) 
• (Hammad, 2008) 
Literature review 
• (!SRA, 20 I 0) 
• (W. Akhter (2010) 
• (Dusuki et. A I., 
2 0 1 1 )  
•  (Ahmad, 2014) 
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3.3 Population and Sampling 
Sampling is a process in selecting the right individuals, objects or events as 
representatives of the entire population (Sekaran & Bougie, 20 l 0). Sampling 
involves decisions not only about the people but it also takes into account about 
the settings, events and social processes. Qualitative researchers usually work in 
small samples of people to be investigated in depth, while quantitative researchers 
aim for larger numbers to seek statistical significance (Miles, Huberman & 
Saldana, 2014). 
The researcher tends to use purposive sampling techniques in qualitative research 
whereas the informants would deliver the best information and data pertaining to 
the research problems, issues, and questions (Thomas, 2006). In this study, the 
researcher has successfully interviewed ten informants to support and complete 
the data collection process. 
l .  Interviewee A. He is a senior lecturer at the local university. He is also a 
sharia committee at takaful company. He published many books related to 
Islamic finance. 
2. Interviewee B. He is a senior lecturer at the local university. His area of 
expertise is in the field of Islamic banking and finance, Islamic commercial 
law as well as in Islamic financial institutions. He published several books 
related to takaful. 
3. Interviewee C. He is a senior lecturer at the local university. His area of 
expertise is in sharia and Islamic Sukuk. 
4. Interviewee D. He is a sharia committee in a local bank for six years. He is 
an expert in sharia field. 
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5. Interviewee E. He is a senior lecturer at the local university. He is specialised 
i n sharia and law. 
6. Interviewee F. He is a sharia committee at the local bank. He is also Islamic 
finance consultant to few legal firms. 
7. Interviewee G. He has working experience in Islamic Banking and Finance 
Institute Malaysia (IBFIM). He has a lot of experiences and expert in 
takaful industries especially in sharia and laws and regulations in Malaysia. 
He is a staff at A Takaful Berhad. 
8. Interviewee H. He is a member of Sharia Advisory Council (SAC) of 
Malaysian Takaful Association (MTA). He has working experiences at a 
local bank. He has many experiences in takaful industries especially in the 
unit of sharia compliance in takaful. He is a staff at B Takaful Berhad. 
9. Interviewee I. He has experience as a financial advisor for five years. He is a 
staff at C Takaful Berhad. 
IO.  Interviewee J. He is an agent at local takaful company for four years. He is 
graduated from the famous university in the east in sharia. He works as a 
staff at D Takaful Berhad. 
Due to time constraint, the researcher able to get access to four out of twelve 
companies in this country. The size of the sample in phenomenology fit to the 
parameter ranged by Cresswell (2013) in which the number of the informants 
should be from three to ten. 
The ten informants were chosen based on their broaden knowledge in sharia and 
takaful to answer the research objectives. Table 3 . 1  may be referred as a guidance 
in the required data. 
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3.4 The Development of Interview Protocol 
This stage is about the rules that guide the administration and implementation of 
the interviews. These are the instructions that were followed for each interview to 
ensure consistency between interviews, and thus getting accuracy and reliability 
information on the findings. 
Apart from that, the contents of interview questions developed from literature 
reviews, reading materials and discussion and feedback from the experts. This 
interview question is crucial in finding the issues in operational takaful industry in 
order to gain the knowledge on ta 'awun issues in takaful. 
3.4.l Theme: Model of Ta'awun in Takaful 
To answer the first and the second research objective, the researcher divided the 
interview questions into two categories; concept of ta 'awun in sharia and types of 
ta 'awun. Hence, the interview questions were constructed as below: 
I. What is the definition of ta 'awun in general and ta 'awun in muamalat? 
2. Is there any evidence from Quran and Sunnah related to ta 'awunt 
3. Why ta 'awun is very crucial in takaful? 
4. How takaful companies practise the ta 'awun concept? 
5. How many types of ta 'awun in takaful operation being practised? 
6. How does the takaful company practise the la 'awun in terms of: 
1. Education, training, and information. 
11. Cooperation among parties involved in takaful. 
1 1 1 .  Concern for community. 
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3.4.2 Theme: Operation of Takaful 
On the other hand, the theme developed by the researcher is the issues of ta 'awun 
in takaful. It focused on the type of ta 'awun contract in takaful, and its legal 
consequences. As the result, the following interview questions for this objective 
were developed. 
I. What are the ta 'awun issues in takaful models in Malaysia? 
2. In the ta'awun concept oftakaful, is participant entitled to a surplus ifhe 
does not make any claim from takaful? 
3. What is your recommendation to takaful industry and governance to 
improve the ta'awun concept in takaful? 
The researcher has divided the interview questions into two groups. The first group 
which is academicians answered theme one, while the practitioner's group oftakaful 
answered theme two. They were chosen based on their qualification in takaful and 
Islamic finance background as well as those who specialised in sharia field. 
3.5 Experts Review 
Interview questions were validated by two academicians who are expert in takaful 
area, Dr Khilmy Bin Abd Rahim, who is a senior lecturer of Islamic Business 
School (JBS) in UUM and Ustaz Mohamad Yazid Isa, a lecturer at the same 
school. Protocol interview also was used as a guide to administer and implement 
the interview and to ensure the consistency between interviews, thus, it increases 
the reliability of the findings (Boyce, C. and Neale, P, 2006). 
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The correction is made by the researcher to let the interviewee understand the 
research questions in a clearer picture and meet the research objectives efficiently. 
Hence, the data collection is described and analysed to link with the research 
objectives. 
3.6 Pilot Study 
A pilot study is used to find out about the validity and reliability of any given 
research (Enas, 2009) to determine ambiguities or any deficiencies that the 
research results might yield (Norsidah, 2008) or the researcher might encounter so 
that they can be fixed before the final data were collected. For an effective measure 
of research pilot study, the items of research instruments will be tested on a small 
group of people within the samples of the study in order to know the position of 
the small group of people for making reference about the population they represent 
(Jarboe, 2009 and Wiersma, 2000). 
The researcher choose two persons for this stage who have the background 
knowledge on takaful. The first is the practitioner whiles the other one from the 
academicians. The first person approved all the questions. He answered within one 
hour and 1 5  minutes. In contrast, the second person had advised using the spelling 
the right word in takaful term. This pilot study was done within one hour and ten 
minutes. Overall, the flow of interview questions was good and understandable. 
The pilot interview was helpful to test the understanding of questions and added as 
the sample guidance for an interview (Renner & Powell, 2003). Pilot interview is 
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conducted for those people who have experience involved in takaful transaction or 
operation. Perhaps by getting feedback from the interview, it would give the 
significant and clarifications to the findings of the study. The interview method is 
very useful to gather additional information relating to the takaful products and its 
issues, which sometimes are not spelt out in the product manual (Thomas, 2006). 
3. 7 Fieldwork 
The researcher was prepared to meet the interviewees in order to get the actual data 
and to avoid the tendency of wasting the time. Here, the explanation to the 
procedures in the fieldwork is well explained. 
3.7.1 Getting Access to Informants 
Interview is a valuable assessment method. In order to get the precise answer, it is 
a requirement for the interviewee to have "The capacity to provide full and 
sensitive descriptions of the experience under investigation" (Polkinghorne, 1989). 
According to Schuh et al, (200 I )  interview allows the participant to share their 
experiences, attitudes and beliefs in their own words. In addition, the use of direct 
quotations in analysis finding way may help the researcher to present an accurate 
depiction of what is being evaluated. One of the rational was using the interview 
in qualitative design to help the researcher to completely manage the line of 
questioning (Creswell, 2009). Interviews can be structured, semi- structured or 
unstructured. 
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Before the interview process began, the researcher need to build an interviewing 
relationship with the potential interviewee by making preliminary contact through 
telephone, WhatsApps and email to state a brief introduction concerning the 
purpose of the interview, clarification of name person in charge and arrangement 
meeting date. After the interviewer got the approval from the informant, a cover 
letter from Othman Yeop Abdullah'is (OYA) needs to be requested as the official 
proof of the research that the student conducted. 
After that, the appointment dates was set up until the interview day. However, the 
sets of questions and protocol interview should be prepared before interview was 
conducted. The interview question might be close-ended questions or semi­ 
structure to help the researcher recalled the main subject to ask and gather the 
sources of information as much as possible. 
In order to influence the informant's willingness to participate, the cover letter was 
used. The information given in the cover letter must be short, informative and 
simple language to be easily understood by the informant. Anonymity and 
confidentiality are very important. The cover letter is necessary to get the 
permission between the researcher and the informant to allow the study to be 
conducted at a fixed date. This stage indicate the official proof of student who will 
conduct the study and deem as necessary in carrying out the interview procedure 
(Buckingham & Saunders, 2008). 
3. 7.2 Actual Fieldwork 
The fieldwork takes place after researcher obtained the consent from the 
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informants to be interviewed by the researcher. It occurred within March until 
April 2 0 1 7  for ten informants. The interview sessions were set up to end by 301h 
April 2 0 1 7  with all informants. However, due to the packed schedule from the 
interviewees, the due date was dragged until IO'h May 2 0 1 7 .  
3.7.2.1 Entry Stage 
In actual fieldwork, there are three sessions: entry, during interview and exit. This 
is referred as interview protocol. In the beginning of the session, the researcher had 
to start the session by greeting the informant followed by the thankful expression 
for their kindness to spend their time. The opening statement is done to make both 
parties comfortable with each other. Next, the researcher introduced herself and 
the purpose of the study. Later, the researcher explained on the confidentiality, 
rules and regulations to the informant, duration and how it would be conducted. 
Permission of the recording was needed and was asked at this stage. The informant 
asked if there was any unclear questions before the researcher proceed the next 
stage. 
3.7.2.2 During interview 
The researcher observed the readiness of the informant before started the interview 
session. The listed questions were asked when they were ready. At this point, the 
researcher listened carefully to get the required information. This stage was the 
most challenging part where the researcher had to listen and wrote the answers if 
the informants did not give the permission to use the sound recorder. Sometimes, 
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the informant spoke very fast and the researcher had to make sure to not lose any 
important keywords. This was the stage where the probing questions were used to 
response to the relevant questions. Sometimes, the answers given by the 
informants may not be in sequence, thus the researcher had to determine the 
question answered by them. In the end, the informants concluded the whole 
session. 
3.7.2.3 Exit stage 
This stage was the end of the interview questions. The researcher expressed her 
gratitude to acknowledge the time that the informant spent in completing the 
questions. 
The researcher carried out the interview session in well-mannered as planned. All 
informants had vast knowledge and gave benefit to the researcher to have the 
experience and exposure in-depth about interview session. They were committed 
to giving a hand in the interview session. 
3.8 Preparing Interview Transcripts 
In this stage, the researcher continued by prepanng interview transcripts. The 
transcribing process definitely took times to be finalized. This happened because 
it was raw data that had many arguments, actions and emotions to be recorded 
especially small things such as sighing or coughing should be added in the 
transcript. Darlington and Scott (2002) claim that transcriptions should consist of 
identification of long pauses (with minutes typed in) and 37 bracketed indications 
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of obvious emotional content such as laughing, crying, or sighing. 
Hence, we may conclude that it is important to transcribe cautiously because the 
data may loss or misinterpretation if it is not been done particularly (Cohen et al., 
2007). After the interview sessions, the researcher immediately prepared the 
transcript. It took almost half month to finalize the proper transcript for all 
interviews by referring to the notes in the interview session and the voice recorder 
recorded. The transcript was saved in various storages as a back-up. 
3.9 Analyzing Data 
Previously, the researcher made interview transcripts in order to analyze the data 
accordingly. In this stage, in order to analyze the data that involved three sub 
process; data reduction, data display and conclusion drawing and verification 
(Miles & Huberman, 1994). The research applied these processed to analyze the 
data collected. The data should be ready to be analyzed and the researcher was 
ready to initiate the reduction process (Creswell, 2013) .  Since the full transcripts 
and the researcher was ready, the process was conducted as follows: 
3.9.1 Data Condensation 
Data condensation means the process of selecting, focusing, simplifying, 
abstracting, and transforming the data that appear in written transcriptions (Miles 
and Huberman, 1994). This is the process where the coding and categorization take 
place (Sekaran et al., 2013). Coding is the process of attaching labels to lines of 
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text (coding unit). Coding units are in the form of words, sentences, paragraphs, 
themes, items, images, graphics, photographs, actions, behaviors, topics, ideas, 
concepts, terms, phrases, keywords, and so forth (Miles, Huberman & Saldana, 
2013).  
Coding benefits the researcher to group and compare similar or related pieces of 
information. Categorization is the process of organizing, arranging, and classifying 
coding units. It is a group of codes. It is known as the outcome or result of coding. 
The themes become the categories for analysis which giving meaning to the data. 
In this research, to be more specific, it is important to reduce and limit the data 
taken in transcripts. The outputs were taken by repeatedly reading the materials. 
Table 3.2. represents the illustration of process coding and categorization. 
Table 3.2 Reduction Process 
Source: Self-constructed 
No Questions and Answers Code Categories 
I .  What is the definition of ta 'awun in 
muamalat? 
Ta 'awun means mutual assistance or 
mutual help. It signifies the concept of Mutual assistance Ta 'awun concept 
mutual help and assistance amongst 
the participants through contribution 
of a certain sum. 
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3.9.2 Data Display 
The data display makes sense of the data by go through the condensed 
data and need to be displayed in a clear picture. It may be presented in 
various ways and tools such as charts, matrices, diagrams, graphs, tables, 
drawings or any other ways to represent the patterns and relationship and 
drawing conclusions (Sekaran & Bougie, 20 I 0). The process of data 
display helps qualitative researchers to organize information and view it 
in a way that enables them to identify the link and develop explanations 
that relate their findings to existing theory. The researcher built themes 
based on the relationship of various codes once they are grouped. There 
are three types of display options for qualitative data that were 
represented in Table 3.2 (Miles, Huberman & Saldana, 2014). 
3.9.3 Drawing Conclusions 
This process happened when the researcher decided on the identified themes and 
patterns and how do they help to answer the research objectives. The verification 
takes place where it involves of checking and rechecking the data to ensure the 
initial conclusion are realistic, supportable and valid (David McHugh, 1982). The 
researcher always refers to the data displays and raw data as descriptions or causal 
statements are made. As the result, the findings should be realistic and concrete to 
the research. 
3.10 Trustworthiness 
This qualitative research involved four criteria's in trustworthiness procedures. 
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They are credibility, transferability, dependability and confonnability (Lincoln & 
Guba, 1985, Miles, Huberman & Saldana, 2014); 
Firstly is credibility. It is also referred as internal validity on how believable are the 
findings to the extent to which interpretations can be validated and dependable. 
This research chooses academicians and practitioners who have at least few years 
of experience in takaful. 
Secondly, transferability or known as external validity. This is concerned with the 
extent the findings where it can be duplicated and repeated in other situations. The 
chosen interviewees in this research were carefully observed by the researcher in 
order to find the suitable persons to answer the research objectives. 
Thirdly is dependability. This criterion concerned whether the findings can be 
duplicated or repeated and reapplies at other time. This study was done in 
methodological approach to allow the study to be repeated in other situations. 
Lastly, conformability for this research is related to the usefulness of the results 
gained. There are two strategies in ensuring the trustworthiness in this research by 
admission of researcher's beliefs and assumptions; and triangulations to acquire the 
findings (Lebar, 2015). The researcher confirmed the transcripts by referring to the 
trusted academician research papers as well as to the primary sources and 
secondary sources in sharia. 
The researcher used two types of triangulation; informant triangulation and data 
triangulation to further the data collection to investigate the practise of ta 'awun in 
takaful. The informant triangulation as suggested by Shanton (2004) is to increase 
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the credibility of qualitative data, different type and background of the informant 
should be considered to gain the credibility data, It is recommended to reduce the 
effect of bias. Hence, the researcher has prepared the same interview questions 
using the same procedures on informants, Besides that, the data sources 
triangulation is applied in this paper. The research used in-depth interview and 
secondary data in relevant literatures to compare and analyse both findings data, 
3Jl Conclusion 
In this chapter, it elaborated the type of research conducted and appropriate 
technique used to analysis the data, The processes of gathering the data must be 
done accordingly and systematically to ensure the findings are reliable and valid, 




FINDINGS AND DISCUSSION 
4.1 Introduction 
In this chapter, researcher discussed about the concept of la 'awun in takaful, the 
application of ta 'awun in takaful models, which are: mudharabah, wakalah and 
hybrid. Next, this study also explores about the application of la 'awun in takaful 
operation. The issues of la 'awun in the takaful industries are well explained. 
Hence, this chapter covered the answer in research objectives. 
4.2 Ta'awun concept in Takaful 
The essence of takaful is ta'awun concept. It covers the underlying contractual 
relationship in cooperative partnership aspect based on cooperation and tabarru '. 
Literally, 'Ta 'awun' derived from Arabic word which means to help each other. 
Mu 'jam Wasith referred the term of la 'awun in muamalat scope as cooperation 
among parties in the event of disaster. S.Ali &S. Hasan (20 I 0) defined ta 'awun in 
takaful perspective as mutual responsibilities in protecting the contractual parties 
in the event of perils. Technically, it is a sum of contribution among contracting 
parties to guarantee each other in one'sneed. 
The speci fie musharakah ta 'awuniyyah was proposed by sharia scholars at the 
Conference on Cooperative Insurance: Dimensions, Perspectives and the position 
of the Islamic Sharia in Amman, Jordan. It is organised by the International 
Islamic Fiqh Academy (IIFA), the Islamic Educational, Scientific and Cultural 
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Organization, the University of Jordan, and the Islamic Research and Training 
Institute (IRTI) of the Islamic Development Bank, Jeddah. The conference aims to 
re-examine all characterisation that have been applied in takaful practices in order 
to determine the relationship among takaful participants. Some of sharia scholars 
proposed musharakah ta'awuniyyah compared to iltizam bi al-tabarru' (Ahmad, 
2014). 
4.3 The Principles of Ta 'awun in Takaful 
The elements of la 'awun as applied in takaful can be divided into three categories: 
mutual responsibility, mutual cooperation and mutual protection (Ahmad, 2014). 
4.3.1 Mutual Responsibility 
The feeling of responsibility towards one another is the basis of mutuality in the 
Islamic community. The poor feel safe being sheltered by the rich, and the sick do 
not feel much hurt because they know the wealthy will provide help. The principle of 
mutual social responsibility is established through Quran and the Sunnah. 
The Quran states: 
"Indeed, Allah loves those who fight in His cause in a row as though they are a 




The Prophet (PBUH) said: 
"The relationship between one believer and another believe in a community is like 
a building where one part consolidates the other". 
(Sahih Muslim, No. 4691) 
4.3.2 Mutual Cooperation 
The principle of cooperation is established through Quran and the Messenger of 
Allah. The Quran commands in Surah AI-Maidah and Surah AI-Baqarah: 
"O you who have believed, do not violate the rites of Allah or (the sanctity of) the 
sacred month or (neglect the marking of) the sacrificial animals and garlanding 
(them) or (violate the safety aj) those coming to the Sacred House seeking bounty 
from their Lord and (His) approval. But when you come out ofihram, then (you may) 
hunt. And do not let the hatred of a people for having obstructed you from al-Masjid 
al-Haram leads you to transgress. And cooperate in righteousness and piety, but do 
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"True piety does not consist in turning your faces towards the east or the west, but 
truly pious are those who believe in Allah, and the Last Day, and the angels, and 
revelation, and the prophets; and spend of their wealth, however much they cherish 
it, upon their relatives, orphans, the needy, travellers and beggars, and to liberate 
those in bondage; those who are constant in prayer and pay the purifying dues; who 
keep pledges whenever they make them; who are steadfast in misfortune, hardship 
and times of peril. These are the ones who have proved themselves true, and it is they 
who are conscious of Allah". 
(AI-Baqarah: 177) 
In hadith, the Messenger (PBUH) said: 
"A Muslim is a brother of another Muslim; he should not oppress him nor 
abandon him to an enemy Whoever fulfils the needs of his brother, Allah will fulfil 
his needs. Whoever removes the troubles of his brother, Allah will remove one of 
his troubles on the Day of Resurrection and whoever covers up the fault of a 
Muslim, A /lah will cover up his fault on the Day of Resurrection". 
(Sahih Bukhari. No. 2442). 
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Allah's Messenger once told his companions: 
"Help your brother, whether he is the oppressor or the oppressed. " One of them 
asked, "Messenger of Allah! It is right to help him if he is oppressed, but how can I 
help him if he is an oppressor?" He replied: "Res/rain him or prevent him from 
oppressing others, for that would be helping him". 
(Sahih Bukhari. No.2444). 
4.3.3 Mutual Protection 
The legality of mutual protection in Quran that instructions against the hunger and 
fear as follow: 
"Who has fed them, (saving them) from hunger and made them safe, (saving them) 
from fear". 
The Prophet (PBUH) said in matter of mutual protection: 
(AI-Quraisy: 4) 
"A muslim is nae from whose tongue and hands all other muslims are safe, a 
mu 'min is one from whom human beings lives and wealth are secured, a mujtahid 
is one who subdues his inner self to Allah's obedience and a muhajir is one who 
abandons everything that Allah has prohibited. By the one in whose hand is my 
soul, a servant of Allah whose neighbour was not safe from his transgressions 
shall no/ enter Paradise". 
(lbn Hibban, 5 1 0  &  4862; al-Bukhari, IO; al-Tirmidhi, 2627) 
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4.3.4 Other Principles 
The International Cooperative Alliance (ICA) set out the practice of cooperatives 
on takaful and mutual into seven principles published by World Bank, these are 
(0. Gonulal, 2013): 
I. Voluntary and open membership. Cooperatives are voluntary organisations; 
open to all persons who will be able to use their services and willing to 
accept the responsibilities of membership without gender, social, racial, 
political, or religious discrimination. 
2. Democratic member control. Cooperatives are democratic organisations 
controlled by their members, who actively participate m setting their 
policies and making decisions. Men and women serving as elected 
representatives are accountable to the membership. In primary cooperatives, 
members have equal voting rights (one member, one vote) and cooperatives 
at other levels are also organised in a democratic manner. 
Member economic participation. Members contribute equitable to, and 
democratically control, the capital of their cooperative. Members received 
limited compensation, if any, on capital subscribed as a condition of 
membership. Members allocate surpluses for any or all of the following 
purposes, developing their cooperatives, possibly by setting up reserves, part 
of which at least would be indivisible; benefitting members in proportion to 
their transactions with the cooperative; and supporting other activities 
approved by the membership. 
4. Autonomy and independence. Cooperatives are autonomous, self-help 
organisations controlled by their members. If they enter into agreements 
with other organisations, including governments, or raise capital from 
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external sources, they do so on terms that ensure democratic control by their 
members and maintain their cooperative autonomy. 
S. Education, training, and information. Cooperatives provide education and 
training for their members, elected representatives, managers and employees 
so they can contribute effectively to the development of their cooperatives. 
They inform the general public particularly young people and opinion 
leaders about the nature and benefits of cooperation. 
6. Cooperation among cooperatives. Cooperatives serve their member most 
effectively and strengthen the cooperative movement by working together 
through local, national, regional and international structures. 
7. Concern for community. Cooperatives work for the sustainable 
development of their communities through policies approved by their 
mebers. 
From the above principles, we may build a new way to re-organise our structure of 
cooperative framework to fit the principles of sharia and not focusing on profit 
maximisation in takaful. These principles will recall the practices in the classical 
era in which were approved by the uruf between Arabic communities such as 
aqilah, qasamah tahanud and diwan. 
4.4 Application ofTa'awun 
The application of ta 'awun is divided into two categories: takaful models and takaful 
operations. More explanations will be explained as follows: 
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4.4.1 Takaful Models 
Each takaful model has specific concepts, rules and regulations that must be 
followed to ensure the validity and compliance with the sharia. It is important 
because some of non- compliance issues will affect the validity of the transaction. 
Hence, later the researcher discussed in detail about the structured operations of 
these three models. 
It is important to study the basic operation of takaful. Basic takaful model means 
the basic structured that the TO use in their operation. It can be said that the basic 
structured is the relationship between TO and the participants during transaction 
was occurred. Figure 4. 1  showed the basic operation between participants and TO. 
[ Participant l 
-. 
+ + donation 
I Contributions 
t manage t 
( Takaful Operator I 
Investment Claims 
Figure 4 . 1 :  
Basic Opera/ion be/ween Participants and TO. 
� 
Source: Engku Rabiah et al., 2008. 
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In basic operation of takaful business, participants will contribute or donate some 
of funds into Takaful Funds, then TO will act as the manager to manage the funds. 
TO will be responsible in managing all claims from the participants and at the 
same time some of the funds will be invest in sharia-compliant business. At the 
same time, by managing the funds, TO can charge some fees. This is the basic 
tabarru ' concepts in takaful operational structured that is implemented widely. 
4.4.1.l Mudharabah Model 
In Malaysia, the earliest model that takaful operators implement is mudharabah 
model (Macey, 2008; Mohd Akram Laldin, 2008). This statement was in line with 
one of the informant that said, Mudharabah model is the earliest model that was 
implemented by TO in Malaysia. Majority of the TO in Malaysia used mudharabah 
model as the first model during early of the establishment takaful industries in 
Malaysia in I 984. This model also known as 'profit sharing' model or, 'surplus 
sharing' model (Zahar Ahmad Khan, 2000). 
In this case, TO act as a mudharib which have the skills and knowledge whereas 
participants act as rabbul ma/. Rabbul ma/ is the person that has property to invest. 
Under this model, profit sharing contract is signed between the takaful operators 
that act as the entrepreneur (mudharib). Mudharib in takaful can be defined as who 
is entrusted to manage and administer the Takaful business on behalf of 
participants. Whereas the participants as the capital providers (rabbul ma[) that 
will provide the funds and contributions. After a period of time, usually a year, 
any profit will be shared between the takaful operator and participants based on 
pre-agreed ratio. 
55 
However, in the case of loss, deficit or claims exceed the takaful funds; the entire 
loss is borne by the participants. Mean that, participant is responsible if losses 
happened due over claims among participants. However, if the loses due to 
unsystematic or inefficient manage by TO, so participant will not responsible to 
the losses. The unique feature in practice is that the shareholders shall provide 
Qard Hasan in order to overcome deficit from claims. This free-interest loan will 
be repaid once the fund is in surplus (Htay el. al, 2013). 
Participants will contribute some of money into takaful funds, then TO act as 
investment manager (mudharib) will invest some of portion from contribution 
funds. Any profits generated from the investment will be divided to participants 
and TO based on pre-agreed ratios. The profit from participant'is portion will go to 
participant funds. After the contribution and the profits was combined together, TO 
will minus all the claims made by participants. Any surplus from the claim will go 
to the participants I 00%. For the clear pictures for mudharabah takaful model, 
figure 4.2 will explained about the modus operation for that model. 
+ 
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Figure 4.2 
Basic Mudharabah Takafal Model 
Source: Engku Rabiah et al., 2008. 
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For the more detailed about the operation, some example taken as at figure 4.3. 
Mudharabah 
Takaful Operator =RM 
Investment Profits 
RM 800 RMIOOO + RM 70 
i 
Profit ratio 70:30 · • 
[::::RM:::I 0:0:0::=1 ___. 
Participants ( 
Figure 4.3 
Example of Mudharabah Takafal Model 
Source: Engku Rabiah el al., 2008. 
For example, sum of funds from the participants is RM I 000. TO will invest the 
fund and upon at the maturity period of the investment, the profit generated is 
RM I 00. From the profit generated, the amount will be divided into two, which is 
to participants and TO based on ratio that agreed. In this case, the ratio is 70:30, 
which is 70% belongs to participants and the other 30% into TO. Mean that, from 
RM I 00, RM70 will put into participant fund and RM30 will go to TO. If the 
claim makes by participants was RM 800, hence RMI070 will minus RM800, so 
the surplus from that was RM270. Hence, the surplus belongs to the participants. 
This is the operational structured for mudharabah takaful model. 
4.4.l.2 Waka/ah Model 
Waka/ah is the agency contract. The literal meaning is taking custody, looking 
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after or application of skill or remedying on behalf of others (Muhammad Ayub, 
2007). In takaful perspective, participants are seen as a group that appoint the 
TO to be their agent or wakil to manage the funds. Hence, the works are done by 
the agent (TO) can be remunerated with a fee or charged. This the current practises 












Basic of Waka/ah Takaful Model 
Source: Engku Rabiah et al., 2008. 
Figure 4.4 shown the modus operation for wakalah takaful model. From this 
figure, it can be explained that at the first place, participants will contribute some 
money into takaful fund. Hence, TO that act as an agent will charge certain 
amount as the wakalah management fee or also called wakalah fee. Some fund 
will be allocated into the investment purposes, while the profit generated from this 
investment will go back to contribution fund. TO will deduct all the claims and 
others expenses during that year. Then, the surplus from the claims will 
exclusively go to participants. This is the basic operation for wakalah takaful 
model that is being practises today. On the other hand, figure 4.5 shown clearer 
pictured about the operation by taking the numerical example. 
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Contribution = RM900 
F e e =  RMlOO 
' 
. .  
Takaful Operator 
Contributions= RM900 






Example of Waka/ah Takafa/Model 
Source: Engku Rabiah et al., 2008. 
A group of participants success to accumulate RM I 000 to put into takaful fund. 
Then, TO will charge wakalah fee due to the capacity as an agent to manage the 
fund. In this case, TO charge RM I 00 for their fee and the balance which is 
RM900 is for investment. From this investment, TO earn RM90 as the profit. The 
profit from the investment will be added together into contribution fund. Now, the 
amount of takaful fund becomes RM990, TO will deduct all the claims, expenses 
and others claims. If the claim made is RM700, hence RM990 from takaful funds 
will be deducted by RM700, so the surplus from the claim which is RM290 will 
be back to the participants totally. TO will distribute the surplus by using several 
approach methods. Interviewees G,H and J stressed that this model widely been 
used until present especially in Takaful lkhlas Malaysia Sdn. Bhd, Sun Life 
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Takaful Malaysia, as well as Zurich Takaful Malaysia Berhad (ZTMB). 
4.4.1.3 Hybrid Model 
Takaful contract between participants and TO can also be done by using 
combination of two or more contracts, it is called hybrid model. Basically, the 
combination from mudharabah and wakalah contracts whereby wakalah fee is 
charged during the contribution and the mudharabah on the investments side 
(Engku Rabiah et al., 2008; Frenz, 2009; Frenz and Younes Soualhi, 2010). TO act 
as mudharib as well as agent in their business. TO as mudharib in the investment 












Basic of Hybrid Takaful Model 




Based on figure 4.6, participants will contribute the money into takaful funds. Then 
TO will charge the management fee or wakalah fee under their capacity as an agent 
to manage the fund. Another portion of fund will invest in sharia compliant 
activities by using mudharabah contract. Profits generated from that investment 
will  be divided between participants and TO based on ratio agreed where profits for 
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participants will be credit into takaful funds. At the same time, all the claims, 
reserves and retakaful will be allocated based on the weighted. Then the surplus 
from all the expenses will exclusively belong to the participants. 
This is different than the practice of Pakistan where they operate the hybrid model 
based on waka/ah and waqf model. The model of Pakistan is to enable the 
participants to use the waqf fund in the event of catastrophe. Takaful operator 
serves as an agent of the shareholders and the participants. He manages the fund 
including the claim payments. He also acts as an investment agent to invest in the 
approved sharia business activities. He will be compensated by a predetermined 
fee and performance fee (Ali, Hassan, & Hasan, 2015). 
4.4.2 Takaful Operation 
4.4.2.1 Sharia Screening Methodology 
Takaful is not just a form of cooperative and mutual insurance; it is also governed 
by ethical and moral considerations. The concept of ethical insurance as embraced 
by conventional insurers emphasizes not investing their monies in businesses 
involved in certain activities such as arms sales to oppressive regimes, tobacco 
manufacturing, fossil fuel extraction or the fur trade (A. Ahmad, 20 15). 
Thus, one of the related issues worth thinking is whether the issue of ownership of 
stocks of mixed companies is similar to the issue of covering mixed risk in takaful. 
If the answer to that question is affirmative, then the latest sharia screening 
methodology and benchmark by authorities such as Securities Commission 
Malaysia, with regards to mixed companies, could also be referred to and used by 
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the takaful industry. 
According to A. Ahmad (2015) for mixed risks the following steps should be taken 
by takaful operators: 
I. Takaful operators shall only cover halal risk. If that is not possible, then: 
11. Takaful operators shall cede out the prohibited risk of both types of 
prohibited assets, r.e., haram -li-dhatih (prohibited in essence) and 
haram-li-ghayrihi (prohibited due to an external factor), to a 




Takaful operators may cover the mixed risk in condition that the haram 
-Ii- dhatih and haram-li-ghayrihi portions do not exceed 33% of the 
total space or size of the assets. 
Education, Training or Seminar 
Interviewee G and J agreed upon the practice la 'awun of takaful can be made 
throughout the education, training or seminar to the staffs at takaful companies and 
participants. The education to the staffs at takaful companies may be carried out 
any training, seminar or conference with the collaboration from the expert of 
takaful area by relevant scholars or institutions such as Malaysia Takaful 
Association (MTA), Islamic Banking and Finance Institute of Malaysia (IBFIM), 
International Centre for Education in Islamic Finance (INCEIF) or any 
international institutions from the same field. 
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4.4.2.3 Surplus sharing 
... .., 
- �  
Majority of takaful operators adopted the wakalah model after applying the 
mudharabah model. The latter model underwent a transformation, where the takaful 
operator only shares in the investment returns, to modified mudharabah, where both 
the underwriting surplus and investment returns shared by TO and the participants. 
Lately, the same takaful operators have adopted the wakalah model, but only after a 
modification that would entitle the takaful operator a share in the underwriting 
surplus. This modified wakalah model is a departure from the pure wakalah model 
practised in the Gulf and the Middle East, whose main feature is the 
impermissibility for takaful operators to share in the underwriting surplus (Soualhi, 
20 I 0). The shift would yield three returns to the takaful operators, as authorized by 
Bank Negara Malaysia (Bank Negara Malaysia (BNM), 2013) :  upfront fees (i.e.: 
wakalah fee), profit from participants" fund and surplus on investment profit from 
Risk Fund. The interviewee G,H, I and J highlighted the surplus sharing until 
present are as follows table 4.1 below: 
Table 4.1 
Sharing of Surplus in three Takaful Companies 
Source: Interview. 
No Name ofTakaful Companies Donation 
I A Takaful Berhad Depend on contract 
2 B Takaful Berhad 50:50 
3 C Takaful Berhad 50:50 
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4.5 The Issues of Ta'awun in Takaful Model 
As takaful is still growing, there are no rooms to be silence towards criticism. This 
indicates the people still have to improve and cooperate among parties to increase 
the outcome in a bigger scale. Among la 'awun issues in takaful tracked by the 
researcher are exclusions by participants, integrity by takaful agents and lapse of 
policy 
The researcher has divided the issues of la 'awun in takaful into several categories 
which are: exclusions by participants, integrity by takaful agent and lapse of policy. 
These issues of ta 'awun in takaful models will be explained in details as follows: 
4.5.1 Exclusions by Participants 
Interviewee G and J defined exclusion as the situation whereby it happened when 
the participants did not disclose his personal portfolio background such as he has 
lung cancer. Thus, when he claims the portion of takaful fund, if the takaful 
company tracked his data health through hospitals using any database, if he was 
found guilty, his policy will be revoke. This is because when the participant did 
not tell the whole data, he did not I ied to takaful company, instead, he lied to 
everyone who contribute the tabarru ' in takaful risk fund. 
However, Interviewee F saw the pure ta 'awun contract at the different angle. He 
claimed, this matter should not be called as a problem because real la 'awun contract 
will help anyone who has registered as a group member. The word 'Takaful' bring 
the meanings as mutual help the other people in needy. The act shall prevails in the 
practice by helping the others in needy. Only then the pure ta'awun will be fulfilled. 
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4.5.2 Integrity by Takaful Agents 
The integrity issue is under category of moral risk. Interviewee J says, there are 
many situations that can be explained this issue. It may happened when the takaful 
agent promoting the products or services in takaful company. For instance, he 
claimed that the product covers all critical illness while the fact is, it only cover 
several types of critical illness. 
This is supported by Interviewee I, whereby when the takaful agent did not 
disclose the certain takaful terms and conditions in details. In order to offer the 
takaful product, the takaful agent has to calculate the age, gender, monthly salary, 
smoker or others to determine the prerequisite of the participant is eligible or not to 
certain product. Usually, there are certain words such as 'waiting period' in the 
contract that give the legal effect to the running period to claim the fund. Some 
products have forty days waiting period. It depends on what type the participant 
had chosen. 
4.5.3 Lapse of policy 
Interviewee H,I, and J claimed that this is the condition whereby the participants or 
policy holder did not pay for a certain period. This will lead to deficit of funds and 
may give rise to the operation of business cannot be running well. The takaful may 
face solvency problem in the future. Hadith by the Prophet (PBUH) pertaining to 
the effect of promise: 
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"Muslims are those who keep their promises". 
(Sunan Abi Daud. No. 3594) 
This hadith stressed on the people to fulfill their promises to the others. The lapse 
of policy may lead to the revocation of the participants. Interviewee G mentioned 
that this region have their own act to punish the doer in case of lapse of time. 
4.6 Conclusion 
In this chapter, this research explained the application of la 'awun on on three 
takaful models which are mudharabah, wakalah and hybrid model. Besides that, 
this chapter also explored the applied la 'awun in takaful operation as well as the 
issues arise regarding la 'awun in takaful. Hence, it can be concluded that Islam is 
the religion that is very universal in all aspects of life including the business 
transactions. Islam is particular in every single thing to ensure all the ummal not 
involved in the wrong way oflife. 
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CHAPTERS 
CONCLUSION AND RECOMMENDDATION 
S.1 Conclusion 
Takaful is the best solution to mitigate the risk as it is in line to sharia tenets. At 
the same time, takaful is an alternative to conventional insurance as it prohibited 
the elements of riba ', gharar and maysir. In order to increase the market 
penetration, the takaful companies have to upgrade their services since takaful is 
not silence from any issues and problems. This research aims to examine the 
application of ta 'awun concept on takaful in Malaysia. Next, to discover the issues 
and solutions to make the services flexible and compatible to people. 
Cooperation among the participants is based on mutual forgiveness and sympathy 
and making one's property lawful to others. It is not based on mutual exchange, or 
on a demand of one's rights, or on the intention of making profit as is the case with 
the current commercial structure of takaful companies. In this way the excessive 
ambiguity can be avoided, and this will not tantamount to riba ', 
The research observes that TOs in the present takaful models are not functioning in 
line with the Islamic principles of mutual help and indemnification, solidarity and 
cooperative risk sharing. The main sharia-compliance issue is that TOs should act 
only as managers; they should not bear risks in exchange for contributions. As the 
participants mutually commit to indemnify one another, they own both 
underwriting surplus and underwriting deficit, and the level of implementation of 
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this principle will determine the level of Sharfah compliance of various structures 
of takaful entities. No takaful system should aim at deriving advantage at the cost 
of other individuals 
In conclusion, these issues have the alternatives to be implemented by the relevant 
authorities. This research has answered the research questions. The pure ta'awun 
contract in takaful is hardly been achieved since the non-governmental sector 
required the profitability to run the business. The new model of Cooperative in 
Takaful Model such as the cooperative takaful model in Sudan and Saudi should 
be explored. 
5.2 Recommendation 
There are several alternatives can be done in order to minimize the issues. Among 
them are as follows: 
5.2.1 Create Special Database 
A need for standardized special database to allocate whole personal details of 
participants is compulsory in all takaful companies. It will require a lot of time and 
money. Apart from that, the collaboration among takaful companies with other 
organizations is crucial. It is suggested the participation with the Ministry of Health 
Malaysia, hospitals, National Registration Department (Jabatan Pendaflaran 
Negara), Personal Data Protection Department as well as Ministry of Science, 
Technology and Innovation Malaysia. They may gather the information and 
standardized the whole data. Besides, the need to protect the data is vital against 
hackers. 
68 
5.2.2 Establish One Stop Takaful Centre (OSTC) 
Interviewee J has proposed to establish OSTC in order to manage the whole 
operation issues that arise in takaful industry. It can be divided into two sectors: to 
recruit the agent of takaful and to manage the operational issues in the operation 
between TO and agents, between TO and participants, as well as between TO and 
shareholders. The interviewee J believed that the collaboration between takaful 
companies, takaful regulators and the takaful sharia scholars will contribute the 
knowledge and the uniqueness of the practice oftakaful in the future. 
5.2.3 Standardized the underlying of Tabarru' contract 
The whole operational issues between contractual parties are operated based on the 
pre- agreed contract. The use of underlying contract such as tabarru' bi/ i/tizam is 
widely been used among takaful industries in Malaysia landscape. The pure 
tabarru' itself is not is no longer flexible in the industry. However, the need to re­ 
examine the mutuality ofta'awuniyyah musharakah in takaful should be observed. 
(Noordin, 2014;  A.Faruq, 2014). The use of underlying contract may affect the 
whole operational since the procedures abide the rule of contract such as the legal 
effect to the practicing of claim, compensation and the surplus etc. 
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APPENDIX I: INTERVIEW FORM 
INTERVIEW FORM 
PART ONE: General Information 




PART TWO: Background of the Informant 
This section covers the background information of the informant. Please answer all 
the questions by ticking(() in the appropriate boxes. 
I .  The informant's name 
2. The informant's position 
3. Gender of the informant : ( ) Male 
4. Highest educational Background : ( ) Bachelor 
( )Ph.D 
5. Professional qualification 
Official Stamp and signature: 
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( )Female 
( ) Master 
()Others: . 
APPENDIX 2: LIST OF INFORMANTS 
A. Senior 
Lecturer, Faculty 
Sharia and Law, 
Universiti Sains Islam Malaysia. 
B. Senior Lecturer, 
Faculty of Economy and 




Sharia and Law, 
Universiti Sains Islam Malaysia. 
D. Sharia Committee of local 
bank, Universiti Sains Islam 
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E. Senior Lecturer, 
College of Law, Government and International 
Studies, Universiti Utara Malaysia. 
F. Senior Lecturer, 
College of Law, Government and International 
Studies, Universiti Utara Malaysia. 
G. Staff, 
A Takaful Berhad. 
H. Staff, 
B Takaful Berhad. 
I. Staff, 
XYZ Takaful Berhad. 
J. Staff, 
C Takaful Berhad. 
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APPENDIX 3: INTERVIEW GUIDELINES 
PUSA T PERNIAGAAN ISLAM 
ISLAMIC BUSINESS SCHOOL 
Pusat Pengajlan �rniagaan Islam 
SLIIMI( BUSINESS SCHOOL 
":t'.'�'i\ � )'1 i ;1�141S 
....,,.""...., Universiti Utara Malaysia 
The Application of Ts 'awun Concept on Takaful in Malaysia 
PART A: ENTRY STAGE GUIDELINES 
Follow in sequence below introduction Key Component: 
I .  Greeting & Thank You. 
2. Introduce yourself & UUM. 
3. Purpose of the interview. 
4. Confidentiality. 
PART B: DURING INTERVIEW PROTOCOL 
1. Start with structured question prepared. 
2. Listening and writing the answers. 
3. Probing (if necessary). 
4. Summarising. 
5. Recording (only if with the interviewee give his permission). 
PART C: EXIT STAGE GUIDELINES 
1. Thanks for the session. 
2. Greeting before leaving. 
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APPENDIX 4: INTERVIEW QUESTIONS FOR ACADEMICIANS 
PUSA T PERNIAGAAN ISLAM 
ISLAMIC BUSINESS SCHOOL 
1"0-... Pusat Pengajian Perniagaan Islam 
ISLAMIC BUSINESS SCHOOL 
��'ilJ..-.'i10 �.,1� 
""'� Universiti Utara Malaysia 
The Application of Ta 'swun Concept on Takaful in Malaysia 
I .  What is the definition of la 'awun in muamalat? 
2. Is there any evidence from Quran ic and Sunnah related to la 'awun? 
3. Why la 'awun is very crucial in takaful? 
4. How takaful companies practise the ta 'awun concept? 
5. How many types of ta 'awun in takaful operation being practised? 
6. How does the takaful company practise the ta 'awun in terms of: 
I. Education, training, and information. 
II .  Cooperation among parties involved in takaful. 
III .  Concern for community 
Thank You for Your Kind Cooperation. 
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APPENDIX 5: INTERVIEW QUESTIONS FOR PRACTITIONER 
PUSA T PERNIAGAAN ISLAM 
ISLAMIC BUSINESS SCHOOL 
Pusat Pengajian Perniagaan Islam 
SLAMIC BUSINESS SCHOOL 
4,,'.:ll.....�l._,\..,c,'/li;l.ll� 
==<>v Universiti Utan1 Malaysia 
The Application of T;1 'swun Concept on Takaful in Malaysia 
I .  How takaful companies practise the ta 'awun concept? 
2. How many types of la 'awun in takaful operation being practised? 
3.  How does the takaful company practise the la 'awun in terms of: 
1. Education, training, and information. 
11. Cooperation among parties involved in takaful. 
111.  Concern for community 
4. What are the ta 'awun issues in takaful models in Malaysia? 
5. In ta 'awun concept of takaful, is participant entitled to a surplus if he 
does not make any claim from takaful? 
6. What is your recommendation to takaful industry and 
governance to improve the ta 'awun concept in takaful? 
Thank You for Your Kind Cooperation 
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APPENDIX 8: (11) Answered Sheet from Interviewee A 
NO QUESTIONS AND ANSWERS CODE CATEGORIES 
t. What is the definition of ta 'awun m 
muamalat? Mutual 
Ta 'awun means mutual assistance or assistance 
mutual help. It signifies the concept of 
'mutual help and assistance amongst the 
'participants through contribution of a 
'certain sum. 
2. Is there any evidence from Quranic and 
Sunnah related to ta 'awun'l 
Several verses of al-Quran and sunnah Promote 
specifically mention about ta 'awun good and 
particularly in promoting good and prohibit 
prohibiting evil. More importantly, the evil 
spirit of ta'awun clearly embedded in al- 
Quran and it will be more preferable if it 






3. Why ta 'awun is very crucial in takaful? 
The concept of ta'awun in takafal can be Mutual 
seen in other arrangements such as assistance 
khairat kematian, al dawawin during 
caliph Umar RA and blood money or 
aqilah. This is very important as takaful 
promotes mutual assistance through 
participants. Each participant will 
mutually help each other whereby the Mutual 
money contributed will be used to help 
compensate any members who face 
difficulties. 
4. How takaful companies practise the 
la 'awun concept? 
Tabarru ' 
Takaful employs the concepl of a 





Main contract of 
takaful 
5. How many types of ta 'awun m takaful 
operation being practised? 
Waka/ah 
There are several models of takaful. Mudharabah 
Relationship amongst the participants is 
Waqf 
al tabarru'. Relationship between the 
Hybrid Types oftakaful 
participants and takaful operators refer 
Musharakah models 
to waka/ah, mudharabah, waqf and 
Ta 'awuniyah 
hybrid. Another new structure refers to 
Wadiahyaal 
musharakah ta 'awuniah and wadiah ya 
dhamamah 
al dhamanah. 
6. How does the takaful company practise 




training, and ta'awun 
Th h I k ,,, I d Also Training , , roug severa ta aJu pro ucts. 
through continuous training information 
. ii. Cooperation among parties 
involved in takaful. 
Education 
Through education and information. 
in takaful 
iii. Concern for community 
Through several takaful products. Also 
CSR 
through corporate social responsibility. 
93 
APPENDIX 8: (12) Answered Sheet from Interviewee B 
NO QUESTIONS AND ANSWERS CODE CATEGORIES 
I. What rs the definition of ta 'awun m 
muamalat? 
Ta 'awun is a concept for helping and 
assisting others. Islam urges its followers 
to help others in varieties of ways either 
lo the Muslim as well as to the non- 
Ta'awun 
in 
Muslim. This is because human beings 
general 
depend on each other. There are no 
creatures in this world that need each 
other as much as human beings need 
each other. Unless someone is living in a 
jungle, residing in caves and surviving on 
some wild fruils and vegetables, no one 
who lives in any village or city can 
survive without the help of others. The Ta'awun in 
Ta'awun 
concept 
Takaful contracts are based on the takaful 
concept of Tabarru' (dona/ion) and 
Ta'awun (mutual assistance), whereby all 
participants who join the takaful plan 
agree lo mutual assistance, and 
guarantee them, should disasters or 
accidents occur. As Islam encourages the 
94 
2. Is there any evidence from Quranic 
and Sunnah related to ta 'awun? 
There are many verses of al-Quran 
and Sunnah that mention and show the 
imporlanl of la 'awun such as: 
" . . .  Help one another in righteousness 
and piety; do nol help one another 
towards sin and hostility. Be mindful of 




" severe. (al-Ma'Tdah 5. 2) 
Sharia sources 
The Prophet Muhammad SAU Sunnah 
mentioned in a Hadith: 
"The relalionship between one 
believer and another (in a community) 
is like that of a building where one 
par/ of the building strengthens the 
other parts." 
3. Why ta 'awun is very crucial m 
takaful? 





the takaful conlracl valid and lo the contract 
avoid any uncertainty as in insurance. 
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4. How takaful companies practise the 
la 'awun concept? 
The implementation of la 'awun and 
tabarru ' that is combined with the 
Mutual help 
principle of takaful (mutual help) 
Principles of 
Ta'awun 
created a helping each other situation. 
In a simple analogy, Participant A 
gives donation to help Participant B, 
while Participant B provides donation 
to help Participant A. This mutual help 
situation is called Takaful in which 
participants mutually help each other 
and not between participants and the 
provider as what happens tn 
conventional insurance system. Based 
on tabarru 'principles, the contribution 
made cannot be returned back to the 
participants. If a participant cancelled 
his participation in takaful, the portion 







s. How many types of ta 'awun in takaful 
operation being practised? 
country). 
6. How does the takaful company practise 






Many such as tabbaru '. wakalah, Waka/ah 
mudharabah and also waqf (in certair Mudharabah 
1. Education, 
information. 
training, and Applied 
To provide seminar, lecture and training 









11. Cooperation among parties 
involved in takaful. 
m 
tabarru' 
By giving the opportunity to all parties 
to donate their money in the tabbaru' 
fond. 
111.  Concern for community 
fund 
Help participant who involved in any Accident 
accident or harm or diagnosed with 
Critical critical disease to recover from the 
misfortune with various schemes illness 
provided to them. 
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APPENDIX 8: (13) Answered Sheet from Interviewee C 
NO QUESTIONS AND ANSWERS CODE CATEGORIES 
1. What is the definition of ta'awun in 
muamalat? 
Ta 'awun secara umumnya bermaksud 
sating tolong-meno/ong. Dari sudut 
takaful, ta 'awun bermaksud seliap 
peserta bersetuju untuk membantu 
sesame mereka dengan membuat 







bertujuan untuk menghi/angkan 
kesusahan dan kemudaratan yang 
dia/ami oleh peserta yang lain. 
2. Is there any evidence from Quranic and 
Sunnah related to ta 'awun? 
l_,;Jl.:; � J cS;=l', _,,JI Jo 1_,;,,t.:;J :Jl.:; .J.,\ J\; Quran 
. .:,',.al', fJI c]< 
..11 J.o �1 J\; ,J\i -= .J,1 er J <.5",,. "'i :r 
Hadith 
�\i } , ,,_;11 J 1_,L) b L:J."� �1 .:,l l )-.,, ) ...,k 
u y c) r= .:,'bl. i,.,:- ''-"..U \, �\,<- ii.lo 
J.o � ,:..,__,.JI, -"'"I, ,\;\ c) r-2:' ,_,..,.;;I(•-"'"', 









3. Why la 'awun is very crucial in takaful? 
Ta'awun adalah konsep yang je/as 
lanpa gharar berbanding konsep 
mempunyai gharar dan Judi. 
4. How takaful companies practise the 
la 'awun concept? 
takaful 
Setiap peserta berseluju untuk 
membuat sumbangan secara tetap 
yang mana tabungan yang terkumpul 
akan digunakan untuk membantu 
peserta yang mengalami kesusahan. 
5. How many types of ta 'awun in takaful 





6. How does the takaful company practise 





training, and contract in 
takaful 
11. Cooperation among parties 
involved in takaful. 
1 1 1 .  Concern for community 
Konsep yang sama iaitu setiap peserta 
bersetuju membuat sumbangan tetap 
untuk tujuan sa/ing membantu. 
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lltizam bi Specific 
al-tabarru ' contract in 
takaful 
APPENDIX 8: (14) Answered Sheet from Interviewee D 
NO QUESTIONS AND ANSWERS CODE CATEGORIES 
1. What ts the definition of la 'awun tn 
muamalat? 
Ta 'awun berasal daripada u.JC iaitu 
bantuan ataupun pertolongan yang 
berlaku antara dua pihak ataupun 
lebih dalam perkara kebaikan yang 
berlaku secara /angsung dan tidak 
langsung. 
Ta 'awun dalam takaful bererli 
kerjasama dalam struktur organisasi 
dan operasi lakaful. 
2. ls there any evidence from Quranic and 










Jo iy_,l.:; '! _, c5_,;:ll_, _;JI Jo l_,;_,l.:;_, :Jl.:i ..iii J\; Quran 
(2:i..lill.1) .:,1_,.i..11_, i"JI 








- � J 4 9  
. 2 5 8 6  
Why la 'awun is very crucial in takaful? 
Sekiranya mempunyai dua orang atau 
lebih akan memberi impak besar. 
Big 
impact 
The effect of 
ta'awun in 
takaful 
4. How takaful companies practise the 
ta 'awun concept? 
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dan pengamalan undang- 
Organizatior 
Regulations 
Berlakunya ta 'awun dalam organisasi 







undang.Sebagai contoh pengamalan 
berkelompok 'kutu' dalam masyarakat 
melayu dikenali sebagai uruf tetapi 
hanya dalam kelompok yang kecil 
sahaja. Manakala, daripada sudut 
undang-undang, boleh dilihat melalui 
sharia-sreening yang memastikan 
segala /ransaksi pelaburan adalah 
bermatlamatkankeunlungan semata- 
mata. 
s. How many types of ta 'awun m takaful 
operation being practised? 
Bentuk ta 'awun boleh di/ihat melalui 
'donation', sumbangan semasa musibah, 
Donation 
bantuan perkembangan dana, kawalan 
risiko dan pakej-pakej servis lain seperli 
mengerjakan umrah, pendidikan dsb. 
6. How does the takaful company practise 
the ta 'awun in terms of: 
Applied 
ta'awun 




Education: Dilakukan pihak MTA, MTA 
Applied 
ta'awun 




IBFIM, syarikat-syarikat takaful. 
Training: Memberikan training yang 
mencukupi kepada staff dan ejen 
mengenai pengurusan dsb. 
Information: iklan, program-program 
penghasilan jurnal artikel, seminar dan 
kursus yang lerbabil. 
1 1 .  Cooperation among parties 
involved in takaful. 
Memberikan peluang pekerjaan 
sebagai ejen takafal yang ramai kini 
di/ihat makin berminal menyerlai. 
Sebagai contoh, dapat dilihat Etiqa 
Insurance bergabung dengan mana­ 
mana unit lain seperti road/ax untuk 
mempromosikan takaful kepada orang 
ramai. 
Semakin ramai yang mencarum dalam 
dana, makin mudah untuk claim, 
sekiranya dana kurang, agak sukar 













Sekiranya ada ahli kehilangan kerja, 
mengalami keilatan dan tak dapat 
bekerja, liada pendapatan, maka, 
indiviu terbabit boleh claim kepada 
takaful. 
Sekiranya pergi ke hospital kerajaan 
menunggu lama untuk menanti angka 
giliran, dengan takaful, individu 
terbabit dapat menjimatkan masa dan 
mendapat rawatan di mana-mana 
hospital swasta. Bukan itu sahaja, 
sekiranya kos rawatan dikenakan 
sangat tinggi, maka takaful digunakan 
untuk membantu pihak berkenaan. 
1 1 1 .  Concern for community 
CSR. Perlu diadakan pro ram 
kesedaran kepentingan takaful kerana 
manfaat takaful antaranya membantu 
ke/uarga si mali dalam bentuk hibah 
dan faraidh, mendapatkan rawatan 
CSR 
yang mahal sekiranya tak 
berkemampuan. 
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APPENDIX 8: (15) Answered Sheet from Interviewee E 
NO QUESTIONS AND ANSWERS CODE CATEGORIES 
1. What is the definition of ta 'awun m 
muamalat? 
The word 'Ta'awun' derives from 
Arabic word which means 'co- 
Ta'awun Ta'awun 
opera/ ion' or 'mutual assistance '. In 
Takaful, it means, mutual guarantee 
between groups of people lo help each 
in the case of any member who involve 
in any misfortune and incurs losses. It 
also can be referred as shared 
responsibility, joint indemnity etc. 
2. Is there any evidence from Quranic and 
Sunnah related to ta 'awunl 
Yes. There are several evidences from 
the Holy Quran and al-Sunnah. In the 
Quran, we may refer lo verse 2 of surah 
Quran 
al-Maidah, which encourages us to help 
each other in doing a good thing, and 
avoid to co-operate in doing a bad thing 
or vices. Including a takaful which lead 
peoples to have a spirit of helping one 
another. 





the several hadith, where the Prophet 
(pbuh) advised the ummah to help one 
another in order to relieve hardship. 
For instance, "Verily it is be//er for you 
to leave your offspring wealthy than to 
leave them poor asking others for help". 
Both the above Quranic verse and 
Hadith encourage Muslims to share 
responsibility in alleviating the hardship 
and difficulties among others. 
3. Why ta 'awun is very crucial in takaful? 
The principle of ta 'awun is the main 
nature in takafal arrangement. Why? 
join the takaful. 
Hadith 
Spirit of Factors people 
join the takaful Because only people with the spirit of ta 'awun 
la 'awun will join the takaful. They first 
have to understand the meaning of 
ta 'awun, which is encouraged by the 
)eep 
religion of Islam which needs to be 
understanding 
practice by all Muslim. The absent of 
understanding of the concept of 
ta 'awun, may be someone reluctant to 
4. How takaful companies practise the 
ta 'awun concept? Disclosure Applied 
Overall all the takaful companies have of 
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ta'awun 
practice the ta 'awun concept. contract 
by an 
However, my concern is, to what extent agent 
the companies have explain to their 
customers on the spirit of ta'awun which 
is the main idea of takaful before 
someone sign up for any takaful product. 
Rather than explaining the benefits and 
profits to be gained at the end of day. 
5. How many types of ta 'awun in takaful 
operation being practised? Family 
Takaful 
products 
Two - Ta 'awun in family takaful and General 
general takaful. 
6. How does the takaful company practise 







In my opinion, only education so far 
childhood 
where the takaful companies offer the 
at home 
education takaful to help children for 
the sake of the cost of education in the 
future. This is truly applied the spirit of 
ta 'awun. For the last two type, I have 
no information at all. 
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ii. Cooperation among parties 
involved in takaful. TO 
Arrangement and monitoring by takafal monitor 
operators. 
1 1 1 .  Concern for community CSR 
The issuance of zakat, adopting the Zakat 
CSR. 
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APPENDIX 8: (16) Answered Sheet from Interviewee F 
NO QUESTIONS AND ANSWERS CODE CATEGORIES 
1. What is the definition of la 'awun m 
muamalat? 
Ta'awun derived from Arabic 
wording (li _,w..,1-,W,..0_,1....,") which 
means al leas/ two parties agreeing 
to help each other in certain purpose. 
Ta 'awun in lakaful is the intention 
between parties in pooling the money 
whether in the investment or any 
certain purpose, derived from market 
practices, what la 'awun aqad are 
they use, la 'awun on contribution or 
investment. ft should no/ similar to 
the classical practice on la 'awun 
because takaful company operates 
based on Company Ac/, 'Berhad', 
'Sendirian Berhad', and bound by 
regulations, unless the takafu/ itself is 
operates under cooperate society. 
Takaful may represent by the 










cooperative society or any branch of 
takaful. 
2. Is there any evidence from Quranic and 
Sunnah related to ta 'awun? 
You may retrieve from many sources. 
3. Why ta 'awun is very crucial in takaful? 
To cover certain risks involved by 
parties. We can't expec/ when the Cover Guarantee 
risk will come. So, takaful companies risks 
will bear any possibility of risks. If 
the risk factor of the participan/ is 
high, he will be required lo pay high 
premium. 
4. How takaful companies practise the 
la 'awun concept? 
Takaful companies will practiced the 
la 'awun concept in whalever the 
participant disclose in his personal 
details. Therefore, it is a duty of the 
participanl lo disclose everything so 
Iha/ the takaful companies may 
estimate the risks and de/ermine the 
amount of required premium that he 
should pay i.e waiting period, 







ii is clearly can be illustrated by 
those in a group in a whole either in 
cooperative society or in the bank in 
practicing the takaful. For example, 
we can see Etiqa Takaful issued the 
services and products by certain 
bank. While in a group of takaful 
society is similarly like the practice of 
UUM staffs. I'm also participates in 
this cooperative society. Everyone 
will pay RM50. Everyone who is not 
feeling well will join this group. This 
takaful is operates under Etiqa 











practice among government sector. 
However, the practice in takaful 
group between the government staffs 
is not estimated by the risk factors. 
Department at UUM 
opinion, this is close to pure ta 'awun 
concept because there is no 
disclosure of illness needed to enter 
this ta 'awun contract and no risk 
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factors calculated. 
s. How many types of ta 'awun in takaful 
operation being practised? 
As we know, the normal practice of 
takaful basically based on tabarru ' 
such as in PruBsn Takaful, Etiqa 
Takaful but the participant have to 
disclose his illness and the risk 
factors were calculated. For example, 
in my case, I choose Etiqa Takaful 
where I can cover my whole family. 
You may snap my member card as an 
appendix. 
However, if the participant failed lo 
pay the contribution, he cannot claim 
the takaful except in Great Eastern 
(Dana Restu) which the company still 
pays the claim. It covers general 
health such as which room the 
participant suits etc. 
6. How does the takaful company practise 












Basically, they did not call it as 
112 
ta 'awun but known as CSR, ' 
Corporate Social Responsibility' 
whereby the taka.ful companies use 
the zakat money and channeled it to 
the asna.f .for education etc. 
Applied 
ta 'awun in 
During the Prof Daud Bakar lecture 
at UUM, he mentioned that the 
number of muslims contributed in 
takaful is very low, 14% compared lo 
non-muslims. This is because the 
awareness among non-muslims is 
high compared to us and they call if 
as insurance. The Chinese society 
cooperative is very high. For 
example, Tan association, they also 
collected the money as well. Thus, 
when their children farther their 
study to the university, they will 
channel the money .for an education. 
it is no/ regulated and has become a 
culture .for them. In contrast, in 
Malay culture, in order to hold a 
feast or any ceremony, it seems really 












Factor led the 
money to the cooperative 
needy 
r 
be started from childhood and 
enhance the literacy education from 
home lo become a norms and culture. 
We can refer to the market 
penetration among Muslims in an 
empirical data, many non- Muslims 
that contribute in takaful. They have 
the money powers while many of 
Muslims don 'I have such powers. 
11. Cooperation among parties 
involved in takaful. 
In UUM takaful group, they did it 
voluntarily. The data may be 
collecled from UUM Registrar 
Department regarding the incremenl 
etc. 
1 1 1 .  Concern for community 
Well, in UUM takaful, not many 
people join this programmed. The 
awareness among the UUM staffs is 













in pure ta 'awun 
contract 
very low around since the full 
contribution made in every month is 




because the participants don't have disclosure 
lo give the full portfolio disclosure 
"" and the second is that, its coverage 
cover the whole family members. 
Comparison to 
business takaful 
UUM also cover the whole staffs but 
Business 
for family members, they have to pay. 
Takaful 
It is an optional. So, that is the 
UUM Classical takaful 
"'"" concept of pure ta 'awun contract. 
In classical era, which time, takaful is 
not yet regulated but the norms and 
the practices is there. The takaful 
concept has been corporatizes 
(organized and structured). Thus, we 
can say that we have that kind of 
takaful. 
In general takaful, I believed that the 
pure takaful is within package group 
members. Basically, it is based on the 
organization but in individual aspect, 
there is no concept of ta 'awun. Of 





pure fa 'awun 
- 
contribute the fund, the coverage and 
the return of fonds are very doubtful. 
However, in UUM takafal group, 
whether he is sick or not, he is 
eligible lo join the takaful group and 
there is no return or surplus to 
participants even though the 
participant didn't claim the fund. 
Normally, there is no surplus since 
we 're very busy and the risk factors 
in UUM takaful group are very high 
as the staffs getting old, always sick. 
They collected the money between 
UUM takaful group members, and 
then allocate the fund and the Etiqa 
takafal company will invest it. The 
certain illnesses are not covered such 
as breast cancer. 
Ta'awun should not be based solely 
in money. It can be in terms of an 
expertise. The concept of takafal can 







Other form of 
ta'awun 
mudharabah, musharakah. For contract 
example, in mudharabah, rabbul ma! 
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have the money while the others have 
no money. This is the concept of 
ta 'awun. On the other hand, 
musharakah also represent the 
ta 'awun concept between two parties 
(Bilateral contract). The social 
responsibility is embedded between 
the risk and the poor. The underlying 
contract of ta 'awun itself is to help 
the people in needy. My point is that, 
even in mudharabah and musharakah 
has the concept of ta 'awun itself The 
concept wakalah does illustrate the 
concept of mutual responsibility, the 
concept of ta 'awun as the party is 
doing the services and the other party 
is subjected to pay the services 
provided to him. 
In the model of takaful, the ta 'awun 
concept has been corporatized 
(structured). This is because the 
shareholders expect some returns 
muwaadah 
Tabarru ' issue 
upon their contributions. The 
participants also expect the services 
117 
upon his contributions. fl is either in 
terms of mudharabah and 
musharakah. Takaful is also based on 
ta 'awun concept. In sudan, the 
political stability and in term of 
takaful penetration is not there. You 
may refer lo my thesis. 
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APPENDIX 8: (17) Answered Sheet from Interviewee G 
NO QUESTIONS AND ANSWERS CODE CATEGORIES 
1. How takaful companies practise the 
la 'awun concept? 
Dengan mngamalkan aplikasi 
tabarru '. Setiap produk mesti ada 
dana tabarru ', yang dikenali sebagai 
'risk fund', dalam dana ini/ah 
Ta'awun Ta'awun 
concept 
aplikasi ta'awun dipraktiskan. 
2, 
Ta 'awun ialah setiap peserta akan 
membayar caruman tabarru ' untuk 
membantu peserta yang lain yang 
ditimpa musibah. 
How many types of la 'awun in takaful 
operation being practised? General 
Kesemuanya akan menggunakan konsep takaful 
tabarru '. General takaful dan family and 




How does the takaful company practise 








Terbahagi kepada dua iaitu training 
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to staff takaful 
r- 
untuk staff takaful dan juga training 
untuk ejen takoful. Training kepada 
staff adalah untuk meningkatkan 
pengetahuan yang berkenaan dengan 
aktuari, kepatuhan kepada sharia dan 
lain-lain. Manakala, training untuk 
ejen adalah diberi semasa di akademi 
dalam tempoh tertentu dan diberikan 
modu wajib dan modul pilihanl 
tertentu berkaitan dengan produk dan 




membuat sales. Training ini 
kebanyakannya dilakukan oleh 
syarikat takaful sendiri, tetapi ada 
juga dengan kerjasama daripada 
IBFIM 
11. Cooperation among parties 
involved in takaful. 
Shareholder juga ada internal fond. 
PruBSN Parties involved 
Jika dilihat Prudential yang 
.: 
bekerjasama dengan BSN, namun 
Takaful Ikh/as adalah sepenuhnya mlik 
PNB, bumiputera. 
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111. Concern for community 
4. What are the la 'awun issues in takaful 
models in Malaysia? 
Penggunaan kontrak tabarrru ', siapakah 
pemilik sepenuhnya dana tabarru ' 
tersebut? Wajarkah pemberian surplus? 
Surplus Ownership 





membayar RM/k untuk takafal motor, 
lalu menjual motor tersebut kepada 
pihak lain, dan ingin mengambil 
kembali baki pembayaran takaful 
terse but, 
dibatalkan. 
maka, polisinya akan 
Disclosure 
of 
Sekiranya peserta tidak mendedahkan 
Participant 
Portfolio 
sepenuhnya maklumat berkaitan 
dirinya, dia bukanlah menipu syarikat 
takaful tetapi menipu orang ramai yang Fraud by 
juga mencarum dalam dana berkenaan. takaful 
Kita ada akta, sekiranya didapati agent 
peserta menipu, maka takaful operator 
akan revoke polisinya. Sekiranya ejen 
Operational 
issue 
takaful melebih-lebih dalam 
121 
5. 
mempromosikan produk takaful, itu 
bukanlah isu ta 'awun tetapi lebih 
kepada isu operasi takaful. 
In ta 'awun concept of takaful, ts 
participant entitled to a surplus if he Financial Surplus 
doesn't make any claim from takaful? 
Ditentukan oleh aktuari. 
6. What is your recommendation to takaful 
industry and governance to improve the 
ta 'awun concept in takaful? 
management 






Untuk nak popularkan la 'awun biarlah 
betul-betul berpegang kepada prinsip 
commercial value semata-mata. 
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APPENDIX 8: (18) Answered Sheet from Interviewee H 
- NO 
QUESTIONS AND ANSWERS CODE CATEGORIES 
1. How takaful companies practise the 
ta 'awun concept? 
Konsep ta 'awun dilaksanakan melalui 
kontrak tabarru' dimana para peserta 
bersetuju sumbangan takoful mereka 
digunakanuntuk membayar manfaal 
takaful kepada peserta lain yang 
membual tun/utan akibat daripada 
musibah/kerugian yang dialami. 
Ta'awun Ta'awun 
concept 
2. How many types of ta 'awun m takaful General Meaning of 
operation being practised? 
Ta 'awun dalam melindungi peserta yang 
lain. 
3. How does the takaful company practise 





training, and ta'awun in 
takaful 
Tiada secara langsung. Latihan kepada 
sales person di bank partners. Selain 
itu, pihak MTA giat menjalankan 




11. Cooperation among 
involved in takaful. 
parties 
Kontrak tabarru '. Sun Life liada ejen, 
hanya berbisnes melaului kerjasama 




i i i .  Concern for community 
Tiada secara langsung dengan operasi CSR 




4. What are the ta 'awun issues in takaful 
models in Malaysia? 
Tiada isu signifikan berkaitan ta 'awun. 
lsu yang berlegar tentang takaful ada/ah 





s. In ta 'awun concept of takaful, is 
participant entitled to a surplus if he Tabarru ' 
doesn't make any claim from takaful? 
Dana tabarru' merupakan milik bersama 
semua peserta takaful. Sebarang lebihan 
harus diagihkan kembali kepada peserta. 
Surplus merupakan /ebihan daripada 
dana tabarru 'dan pembahagian di/akukan 
mengikut jum/ah caruman. 
bukan oleh pihak swasta kerana mereka 










6. What is your recommendation to takaful 
industry and governance to improve the 
ta 'awun concept in takaful? 
Ijtimai takafu/ boleh di/aksanakan tetapi 
Pure 
beroperasi dan para pe/abur 
mengharapkan keuntungan diatas modal 
yang te/ah dikeluarkan. 
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APPENDIX 8: (19) Answered Sheet from Interviewee I 
NO QUESTIONS AND ANSWERS CODE CATEGORIES 
1. How takaful companies practise the 
ta 'awun concept? 
Takaful memprakt iskan tabarru 'yang 
dikenali sebagai 'Donation fund'. 
Ianya akan dilaburkan dalam 
plaburan yang sharia-compliant. 
Takaful sendiri adalah protection dan 
bukanlah simpanan. 
"sila rujuk wakalah, investment - 
linked dan standalone product. 
Ta'awun Ta'awun 
concept 
2. How many types of ta 'awun in takaful General 
operation being practised? takaful Takaful product 
3. 
General takaful danfami/y takaful. and 
Family 
takaful 
How does the takaful company practise 
the ta 'awun in terms of: 
i. Education, training, and 
information. 
Training akan diberi kepada 
Executive wealth planner mengikut 






la 'awun in 
takaful 
Talk dan seminar turut diadakan bagi 
memberi pandangan pendidikan 
berkaitan takaful. 
Cooperation among parties 
involved in takaful. 
Contribution ofTabarru '. 
Tabarru' Cooperation 
ii. 
111. Concern for community 
CSR, memberikan pe/uang pekerjaan CSR 
untuk menjadi ejen takaful Job 
opportunities 
4. What are the ta 'awun issues in takaful 
models in Malaysia? 
i. 
II. 












la 'awun in 
takaful 
personal details. 
Ejen tak berintegriti. Mereka 
tak memberikan penjelasan 
secara jelas kepada peserta 
takaful. 
Moral risk seperi rasuah dan 
melarikan duit peserta. 
s. In ta 'awun concept of takaful, is 
participant entitled to a surplus if he "inancial Surplus 
doesn't make any claim from takaful? 
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management 
Pihak aktuari akan memberi kepulusan 
layak ataupun tidak. 
6. What is your recommendation to takaful 
industry and governance to improve the 
ta 'awun concept in takaful? 
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Not Nature of 
takaful business Business is business. No free launch suitable in 
without profit. Keuntungan penting Malaysia 
untuk cover operasi takaful, or else, 
operasi collapse. 
APPENDIX 8: (110) Answered Sheet from Interviewee J 
NO 
1. 
QUESTIONS AND ANSWERS 
How takaful companies practise the 























operation being practised? 
3. 
v. Takafulink (Pelan Takaful 
Keluarga) 
How does the takaful company practise 





training, and takaful 
Ejen wajib pergi training. 
international. Syarikat luar 
Regional 
International 
1 1 .  Cooperation among parties 
involved in takaful. 
Kerjasama di peringkat regional, 
menghantar wakil dan dilantik 
sebagai speaker mewakili syarikat 
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lakaful masing-masing. 
i i i .  Concern for community 
High premium, high benefits. Premium 
4. What are the ta 'awun issues m takaful 
models in Malaysia? Lapse of 
I. Po/isi lapse, iaitu peserta tak policy 
bayar conribution. 
Ta 'awun issues 
ii. Ejen tak disclose perkara 
Disclosure b: in takaful 
sebenar dalam takaful 
participants 
seperli 'waiting period', 
manfaat tiada dalam po/isi. 
Integrity 
iii. Ejen melebih-Iebih dalam 
mempromosikan produk 
seperti cover semua penyakit. 
iv. Exclusion, peserta tak 
disclose penyakitnya, berlaku 
sebelum peserta mengambil 
polisi seperti tidak 
memberitahu berpenyakit 
jantung. 
v. Non- disclosure, berlaku 
setelah peser/a mengambi/ 
polisi, iaitu tidak diberi 
keterangan secara terperinci 
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s. In ta 'awun concept of takaful, is 
participant entitled to a surplus if he 
doesn't make any claim from takaful? 
6. What is your recommendation to takaful 
industry and governance to improve the 
la 'awun concept in takaful? 
i. Berikan pendidikan kepada ejen 
takaful, sebagai peran/ara yang 





11. Menyediakan One Stop Centre 
(OSC) Takafal seperti RTC, 
UTC dengan menyediakan dua 
kaunter yang digunakan untuk 
memudahkan urusan perlanyaan 
bagaimana untuk menjadi ejen 
dan juga penerangan yang 
sepatutnya wajar diberikan. 
131 
